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2188
PROCEEDINGS
(9:35 a.m.)

CHATRMAN OMAS: Good morning. Today we
continue hearings to receive the testimony of Postal
Service witnesses in support of Docket No. R2006-1,
Request for Rate and Fee Changes.

Does anyone have a procedural matter to
discuss at this point before we proceed? Mr. Hall?

MR. HALL: Mike Hall for MMA, Major Mailers
Association. We received a response from Witness
Bozzo to an Interrogatory 53(c) and (d) that were
redirected from Witness Abdirahman.

I've given the reporter two copies of Mr.
Bozzo's responses. They were too late to get in in
the normal course of things, so I would ask that they
be included in the packet cof designated written cross-

examination.

CHAIRMAN OMAS: Without objection. So

ordered.
(The documents referred to
were marked for
identification as Exhibit
Nos. MMA/USPS-T-22-53(c) and
MMA/USPS-T-22-53(d) .)

[/

Heritage Reporting Corporation
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2190

MR. HALL: I have one further matter as
well, but I think I will reserve it until Wednesday
because I’'ve checked with Postal Service counsel, and
apparently the Postal Service counsel for Mr. Bezzo 1s
not here today.

We understand that his T-46 testimony will
be going into the record. Based upon the latest
responses we got, we do have questions for Mr. Bozzo.
On Wednesday I believe he’'s going to appear. I will
then seek to ask him some questions relating to this
interrogatory and portions of his T-46 testimony.

CHAIRMAN OMAS: Thank you. That's fine.

Is there anyone else?

(No response.)

CHATIRMAN OMAS: I will say one thing, Mr.
Hall. If you would move over, if you notice above you
are mics in the room that pick it up, so if you want
you can just pretty much stand where you are.

Any of those of you who wish to address the
Commission, we think it works pretty well. You don't
have to come up to the attorney’s desk if you don't
want to.

Thank you. I just thought I’'d mention that.

Four witnesses are scheduled to appear
today. They are Witnessesg Pajunas, Pifer, Pafford and

Heritage Reporting Corporatiocn
{202} 628-4888
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2191

Bozzo.

Our first witness is Mr. Pajunas. There are
no requests for oral cross-examination at this time.

Mr. Reimer, would you proceed toc move for
admission of his testimony into the evidentiary
record?

MR. REIMER: Thank you, Mr. Chairman. The
Postal Service moves that the direct testimony of
Anthony M. Pajunas on behalf of the United States
Pogtal Service, USPS-T-45, be admitted into the record
in this case.

I have original signed declarations attached
to two copies of that testimony.

CHATRMAN OMAS: Is there any objection?

{(No response.)

CHAIRMAN OMAS: Hearing none, I will direct
counsel to provide the reporter with two copies of the
corrected direct testimony of Mr. Pajunas.

That testimony is received into evidence.
However, as 1s our practice, it will not be
transcribed.

(The document referred to was
marked for identification as
Exhibit No. USPS-T-45 and was
received in evidence.)

Heritage Reporting Corporation
{202) £28-4888
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2192
CHAIRMAN OMAS: Mr. Reimer, have the answers
to the written cross-examinations been received and
corrected?
MR. REIMER: Yes, Mr. Chairman. The Postal
Service hasgs reviewed the responses and has no
corrections to make to any of them from the designated
packet of written cross-examination materials.
CHAIRMAN OMAS: All right. Please provide
two copies of the corrected designated written cross-
examination of Witness Pajunas to the reporter.
That material is recei&ed into evidence and
is to be transcribed into the record.
{(The document referred to was
marked for identificaticn as
Exhibit No. USPS-T-45 and was
received in evidence.)
//
/7
/7
/!
//
/7
/7
!/
/7
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BEFORE THE
POSTAL RATE COMMISSION
WASHINGTON, DC 20268-0001

Postal Rate and Fee Changes, 2006 ' Docket No. R2006-1

DESIGNATION OF WRITTEN CROSS-EXAMINATION
OF UNITED STATES POSTAL SERVICE
WITNESS ANTHONY M. PAJUNAS

(USPS-T-45)
Party Interrogatories
Association of Priority Mail Users, APMWUSPS-T45-1a-d
Inc.
Office of the Consumer Advocate DBP/USPS-32 redirected to T45

DFC/USPS-T45-1-8, 9a, 10a

Postal Rate Commission APMU/USPS-T45-1a-d
DBP/USPS-32 redirected to T45
DFC/USPS-T45-1-3, 5-8,9a, 10a

Respectfully submitted,

& o, 6().1—&:..0..-5-
Steven W. Williams
Secretary
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POSTAL RATE COMMISSION
DOCKET NO. R2006-1
DECLARATION OF ANTHONY M. PAJUNAS

| hereby declare, under penalty of perjury, that:

| prepared the interrogatory responses, and responses to the Presiding
Officer's Information Requests, which were filed under my signature and
which have been designated for inclusion in the record in this docket, as
amended by errata; and

if | were to respond to these interrogatories and Presiding Officer's
Information Requests orally today, the responses would be the same.

DATE: August 11, 2006



INTERROGATORY RESPONSES OF
UNITED STATES POSTAL SERVICE

WITNESS ANTHONY M. PAJUNAS (T-45)
DESIGNATED AS WRITTEN CROSS-EXAMINATION

Interrogatory

APMU/USPS-T45-1a
APMU/USPS-T45-1b
APMU/USPS-T45-1¢
APMU/USPS-T45-1d
DBP/USPS-32 redirected to T45
DFC/UJSPS-T45-1
DFC/USPS-T45-2
DFC/USPS-T45-3
DFC/USPS-T45-4
DFC/USPS-T45-5
DFC/USPS-T45-6
DFC/USPS-T45-7
DFC/USPS-T45-8
DFC/USPS-T45-9a
DFC/USPS-T45-10a

Desiagnating Parties

APMU, PRC
APMU, PRC
APMU, PRC
APMU, PRC
OCA, PRC
OCA, PRC
OCA, PRC
OCA, PRC
OCA

OCA, PRC
OCA, PRC
OCA, PRC
OCA, PRC
OCA, PRC
OCA, PRC

21595
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RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF THE ASSOCIATION OF PRIORITY MAIL USERS, INC.

APMU/USPS-T45-1

On June 28, 2008, the Postal Service issued News Release No. 06-044 announcing
that, beginning on July 1, 2006, United Parcel Service (“UPS"} would begin air
transportation of Priority Mail on behalf of the Postal Service to 82 cities in the United
States not previously serviced under the existing USPS-UPS agreement. The text of the
news release, exciuding the last paragraph which provides background information
about the Postal Service, is set out below.

ik

POSTAL SERVICE, UNITED PARCEL SERVICE EXPAND BUSINESS RELATIONSHIP

WASHINGTON — The U.S. Postal Service today awarded a contract to United Parcel Service
(UPS), significantly enhancing a business relationship involving the domestic air transportation of mail.
The agreement calls for UPS to transport primanly First Class and Priority mail to and from 98 U.S. cities.

Today’s agreement is a three-year arrangement with the possibility of a two-year extension.
Currently, UPS provides the Postal Service with mail transportation to and from 16 U.S.
cities.

“The Postal Service is one of the largest users of air transportation in the nation and UPS
operates one of the world's largest airlines,” said Postmaster Gereral John E. Potter. "It only
makes sense for the Postal Service to take advantage of the reach offered by UPS. The added
advantage of the similarity of our operations wiil only enhance the Postal Service's ability to
provide the highest levels of service for our customers.”

Further, Potter added that it is prudent for the Postal Service to work with suppliers that
have the transportation of like commodities as a principal mission.

UPS Chairman and Chief Executive Officer Michael L. Eskew also said the agreement is a
win-win situation for both companies. "We are excited about expanding our relationship with
USPS. We can help support the Postal Service’s service commitment to its mail customers
while creating new growth opportunities for our company.”

Service under the contract will begin July 1, 2006. Postal Service customers will see no
change in the way their mail is delivered as the resuit of this contract. Post Office retail
operations are also unaffected. ...

*kk

a. Please confirm that this Postal Service News Release accurately describes the new
agreement with UPS. If you do not confirm, please describe the new arrangement for
the air transport of Priority Mail via UPS.

b. Please identify the benefits that the Postal Service obtains from this new agreement.
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RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF THE ASSOCIATION OF PRIORITY MAIL USERS, INC.

c. Please confirm that this new agreement with UPS is limited to air transport and does
not involve ground transport. If you do not confirm, please explain why and set forth the
scope of the agreement.

d. Please confirm that this proposed air transportation program with UPS will be in effect
for the entirety of TY 2008. If you do not confirm, please explain when the agreement
will terminate.

e. Please provide an estimate of Priority Mail cost reductions in TY 2008 expected to
result from this change to the agreement with the UPS.

f. Were any of the cost reductions identified in the response to subpart e recognized in
the Postal Service's estimate of Priority Mail Test Year costs in this docket? If some or
all of the cost reductions were not recognized, how much was not recognized?

g. Do you believe that all of the cost reductions identified in the response to subpart e
should be incorporated in the roll-forward model used to develop Test Year costs for
Priority Mail? If not, why not?

h. Does the Postal Service currently contract with UPS either for ground transportation
or any mail sortation services, or does it plan to do so in the Test Year? If so, please
describe the extent of such usage.

RESPONSE:
a. Confirmed.
b. The Postal Service obtains an opportunity o improve service performance

for First-Class Mail and Priority Mail.

c. Confirmed.

d. Confirmed that the contractual arrangement will be in effect during the
entirety of Fiscal Year 2008, which | understand to be the Test Year in this rate case.

e-h. Redirected to the Postal Service for an institutional response.



RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO

INTERROGATORY OF DAVID B. POPKIN, REDIRECTED FROM THE UNITED
STATES POSTAL SERVICE

DBP/USPS-32.

Please advise the level of FedEx ransportation that exists on each

of the days of the week and on holidays and the day before and after a holiday. Please
ensure that the response provides data when the effects of weekends and holidays are

adjacent or overlap.

RESPONSE:

The FedEx day lurn network runs every day except Monday. The FedEx night

turn network runs every night exceplt for Saturday night and Sunday night. FedEx does

not run on the following holidays: New Year's Day, Memorial Day, the Fourth of July,

Labor Day, Thanksgiving, and Christmas. On the days before and after a holiday, the

Postal Service is able to utilize the same capacily on FedEx as il does on other days.

This is true even when a holiday overlaps, or is adjacent to, a day when FedEx does nol

run.
o FedEx Network Holiday Operations
Widely Observed Holidays
B  Holiday [ pay of Week Date Day (x1) | Night (x67) |
Day before "~ Sunday 5/2812006 "YES NO
Memorial Day Monday 572912006 NO NO
_ Day after - Tuesday 5/30/2006 NO YES L
Day before B Monday 7/3/2006 NO YES
Independence Day Tuesday 7142006 NO NG
| Day afler Wednesday 7152006 YES YES
Day before B i Sunday 9/3/2006 YES NO
Labor Day Monday 9/4/2006 NO NO
| Day after ~ Tuesday 9152006 NO - YES
Day before Wednesday 11/22/2006 YES YES
Thanksgiving Day Thursday 11/23/2006 NO NO
| Day after Friday 11/24/2006 YES YES |

2198



RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO

INTERROGATORY OF DAVID B. POPKIN, REDIRECTED FROM THE UNITED
STATES POSTAL SERVICE

RESPONSE TO DBP/USPS-32 (continued)

Day belore Sunday 1272412006
Christmas Day Monday 12/25/2006
Day after Tuesday 12/26/2006
Second day after B Wednesday 12/27/2006
Day before Sunday 12/21/2006
New Years Day Monday 1112007
Day after Tuesday 17212007
Second day after Wednesday 1/3/2007

Non- Widely Ohserved Holidays

Date

_Holiday | Dayofweek | Day(x1) | Night(x67)

‘Day before i Sunday /152006 YEs | NO
Martin Luther King Day Monday 1/16/2006 NO YES

_Day after Tuesday __1117/2006 YES ___.__YES
‘Day before B " Sunday 20192006 |  YES ' NO
Presidents Day Monday 2120/2006 NO YES
Day after = __ Tuesday 272172006 YES |  YES
Day before " sunday 10/8/2006 YES |  NO
Columbus Day Monday 10/9/2006 NO YES
Day after L Tuesday 10/16/2006 YES | . YES

, _ - - _ B
Day before Friday 11/10/2006 YES YES
Veterans Day Saturday 11/11/2006 YES NO

| Day after___ _ Sunday 11/12/2006 YES NO

2199
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RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFCP/USPS-T45-1. Please confirm that the FedEx night-turn network carries Express
Mail on flights that already existed to carry FedEx cargo and that continue to exist to
carry FedEx cargo.

RESPONSE:

| cannot confirm your interrogatory because that information is not available to the

Postal Service.



RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFCP/IUSPS-T45-2. Please identify the types of Express Mail — e.g., Express
Mail guaranteed for delivery in one day, two days, three days, or four days—that are
transported on the FedEx night-turn network.

RESPONSE:

Express Mail of all relevant service standards can be transported on the FedEx Night-

turn network.



RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFCP/USPS-T45-3. Please explain why some Express Mail is transported on
commercial passenger aircraft, and please describe the characteristics of this mail.

RESPONSE:

Some Express Mail is transported on commercial passenger aircraft because some
FedEx dispatches are too early for us to make the connection. Additionally, FedEx
does not operate on Saturday or Sunday evening and we accept Express Mail on both
days. The Express Mail product that flies on commercial passenger aircraft has the

same characteristics as other Express Mail pieces.



2203

RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFC/USPS-T45-4. Please explain whether the FedEx day-turn network carries
mail on flights that already existed to carry FedEx cargo and that continue to exist to

carry FedEx cargo.

RESPONSE:

That information is not available to the Postal Service.



RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFC/USPS-T45-5. Please describe the extent to which mall transported on the
FedEx day-turn network and night-turn network and that must travel from Point A to
Point B is flown through FedEx’'s Memphis hub.

RESPONSE:

The Postal Service does not track this data. Mail that travels on the FedEx network

can travel on direct point-to-point transportation, or transfer through Indianapolis,

Newark, Alliance (Dallas), or Memphis.

2204



RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFC/USPS-T45-6. Please identify the approximate percentage or proportion of
the volume of Express Mail, Priority Mail, and First-Class Mail that is flown that
travels on each FedEx network.

RESPONSE:

During 3 random weeks selected in April and May of 06 (which | have no reason to
doubt are representative weeks), the Day-turn network volume consisted of

approximately 79% Priority Mail, 20% First-Class Mait, and less than 1% Express

Mail, when measured on a cubic foot basis.

‘During the same three weeks the Night-turn network consisted of approximately 3%

First-Class Mail and 97% Express Mail, when measured in pounds.
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RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFCIUSPS-T45-7. Please describe the characteristics of mait that is flown that is
not or cannot be flown on commercial passenger aircraft.

RESPONSE:
In general, Priority Mail is transported on cargo networks, as much of it cannot be

transported on commercial passenger aircraft.

2206



RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFC/USPS-T45-8. Please refer to your response to DFC/USPS-T45-2. Please
identify the types of Express Mail — e.g., Express Mail guaranteed for delivery in
one day, two days, three days, or four days — that actually are transported on
the FedEx night-turn network.
RESPONSE:

Next Day Express Mail and Second Day Second Day Express Mail, which

includes Express Mait guaranteed for delivery on the second delivery day, are

transported on the Fed-Ex night-turn.
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RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFCIUSPS-T45-9. Piease refer to your response to DFC/USPS-T45-3.
a. Please confirm that Express Mail that is accepted on a Saturday or
Sunday for Next Day delivery and that is transported by air is transported
on commercial passenger aircraft. If you do not confirm, please explain.
b. Please explain whether Express Mait that is accepted on a Saturday or
Sunday for Next Day delivery, that is transported by air, and that weighs
more than 16 ocunces is transported on commercial passenger aircraft.
RESPONSE:
a. Generally that is a true statement, but there are some exceptions, such as

when it might fly on the C-Net.

b. Objection filed.
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RESPONSE OF USPS WITNESS PAJUNAS (USPS-T-45) TO
INTERROGATORY OF DOUGLAS F. CARLSON

DFC/USPS-T45-10. Please refer to your response to DFC/USPS-T45-6.

a. Please confirm that you provided the percent of the volume on each
FedEx network that consists of Priority Mail, Express Mail, and First-Class
Mait.

b. As DFC/USPS-T45-6 requested, please identify the approximate
percentage or proportion of the volume of Express Mail, Priority Mail, and
First-Class Mail that is flown that travels on each FedEx network.
RESPONSE:

a. Confirmed that for Day-turn network volume, | provided the percentages of
Priority Mail, First-Class Mail, and Express Mail (including International Express Mail),
when measured on a cubic foot basis, flying on the network. For Night-turn network
volume, | provided the percentages of Priority Mail, First-Class Mail, and Express Mail

(including International Express Mail), when measured in pounds, flying on the network.

b. Redirected to the Postal Service for an institutional response.
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CHAIRMAN OMAS: Is there any additional
cross-examination for Witness Pajunas?

(No response.)

CHAIRMAN CMAS: Since there has been no oral
crogs-examination, Mr. Koetting, we will proceed to
the next witness.

Will you identify the next Postal Service
witness so I can swear him in, please?

MR. KOETTING: Thank you, Mr. Chairman. The
Postal Service calls its next witness, Dion Pifer.

CHAIRMAN OMAS: Raise your right hand, Mr.
Pifer.

Whereupon,

DION I. PIFER

having been duly sworn, was called as a
witness and was examined and testified as follows:

CHAIRMAN OMAS: Please be seated.

(The document referred to was

marked for identificaticon as

Exhibit No. USPS-T-18.)
DIRECT EXAMINATION

BY MR. KOETTING:

Q Could you please state your full name and
position for the record?
A Dion I. Pifer, mathematical statistician.

Heritage Reporting Corporation
(202) 628-4888
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2211

Q Mr. Pifer, I've handed you two copies cf a
document entitled Direct Testimony of Dion I. Pifer on
Behalf of United States Postal Service, which has been

designated as USPS-T-18. Are you familiar with that

document?

A Yes, I am.

Q Was it prepared by you or under your
supervision?

A Yes, it was.

Q If you were to testify orally today, would

this be your testimony?
A Yes, it would be.
Q Are there any Category II library references

associated with this testimony?

A Yes, there are.

Q And would that be USPS-LR-L-727

A Yes, that’'s correct.

Q And is it your intent teo sponsor that

likrary reference as well?
A Yes, it is.
MR. KOETTING: Mr. Chairman, with that the
Postal Service would request that the direct testimony
of Dion I. Pifer on behalf of the United States Postal
Service, USPS-T-18, and the associated library
reference be received into evidence.

Heritage Reporting Corporation
(202) 628-4888
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CHAIRMAN OMAS: Is there any objection?

{No respcnse.)

CHAIRMAN OMAS: Hearing none, I will direct
counsel to provide the reporter with two copies of the
corrected direct testimony of Mr. Pifer.

That testimony is received into evidence.
However, as 1s our practice, it will not be
transcribed.

(The document referred to,
previously identified as
Exhibit No. USPS-T-18, was
received in evidence.)

CHAIRMAN OMAS: Mr. Pifer, have you had an
opportunity to examine the packet of written cross-
examination that was made available to you this
morning?

THE WITNESS: Yes, I have.

CHAIRMAN OMAS: If the questions contained
in that packet were posed to you orally today would
your answers be the same as those you provided in
writing to the Commission?

THE WITNESS: Yes, they would.

//
//
/7

Heritage Reporting Corporation
(202) 628-4888
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{(The document referred to
marked for identification
Exhibit No. USPS-T-18 and

received in evidence.)

Heritage Reporting Corporation
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BEFORE THE
POSTAL RATE COMMISSION
WASHINGTON, DC 20268-0001

Postal Rate and Fee Changes, 2006 Docket No. R2006-1

DESIGNATION OF WRITTEN CROSS-EXAMINATION
OF UNITED STATES POSTAL SERVICE
WITNESS DION E. PIFER

(USPS-T-18)
Party interrogatories
Postal Rate Commission UPS/USPS-T18-1
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TO INTERROGATORIES OF UNITED PARCEL SERVICE

UPS/USPS-T18-1.

Refer to USPS -LR-L-72, file “IC3-2 xIs,” BY 2005 Incremental Cost, C/S 3.2
Window Service, which uses output from USPS-LR-L-5, file "CS03.xls,” Base
Year 2005 — USPS Version, C/S 3 — Clerks & Maithandlers-CAGs A-J.

(a) Provide the actual sources for each of the following instances in which
values found in “IC3-2.xls” do not match or cannot be found among the
contents of "CS03.xls:”

I The vatues for the “Acceptance Total” cost pool, which cannot
be found in “CS03.xis.” For example, in “IC3-2.xIs,” “Inputs’
worksheet, the value for First-Class Mail “Single- Piece Letters”
in the “Acceptance Total” column, line 2, is $149,198 ($000),
whereas in "CS03.xlIs,” the "Qutputs to Incremental Cost Model’
worksheet contains no column labeled “Acceptance Total.”

. The “Non-Acceptance VWC" cost pool in “IC3-2.xls,” “Inputs”
worksheet, where the value for Priority Mail in the "Non-
Acceptance VVC" column, line 7, is $19,073 ($000), but the
value identified in “CS03.xls,” “Outputs to Incremental Cost
Model” worksheet, column 8, line 7, is $19,106 ($000).

iH. The “Non-Acceptance VVC™ cost poot in “IC3-2 .x1s,” "Inputs”
worksheet, where the data source is given as "WS 3.2.1 C14
but the data source identified in “CS03 xis,” "Outputs to
Incremental Cost Model” worksheet, column 8, line 7, is "“WS
3.21C12

(b) Confirm that values in “1C3-2 xIs” which are documented as coming from
“‘CS03.x1s” (1) are not all found in “CS03.xis;” (2) do not all match the
values contained in "CS03.xls;” and (3) sometimes cite different data
sources.

(c) If any part of (b) is confirmed, provide the actual sources for the values
contained “IC3-2.xIs.”

(d) If any part of (b) is confirmed, explain in detail the reasons for the
discrepancies between the contents of "IC3-2 xIs" and the contents of
"CS03.xls.”

(e) If you do not fully confirm (b), explain in detail.

(v If vaiues found in “IC3-2.xIs” are drawn from a version of “CS03 xls” that
differs from the one contained in USPS-LR-L-5, provide a copy of the
correct version of "CS03.xls.”

]

RESPONSE:
(a)(i, ii}. An updated “CS03.xis", with the correct ‘Outputs to IC’ is attached to

this response as an Excel file.
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(a)(ii). See the formula in cell F17 of the ‘Inputs’ sheet in workbook IC3-2 xls.
The $19,106 coming from the ‘Qutputs to IC’ page in “CS03.xIs” is multiplied by
the GDEI (Global Direct Entry Inbound) International Adjustment factor in column
C. For a discussion of GDEI, see the Postal Service response to an interrogatory
from the Office of Consumer Advocate in the R2005-1 proceedings, OCA/USPS-
T9-3.

(b - ). Confirmed. Please see the response to question 1(a)(i) above.

(d - ). The ‘Outputs to IC’ page was updated to provide the inputs needed for
the incremental cost model, based on the new volume variability analysis
described in the testimony of Professor Bradley, USPS-T-17. The updated
‘Outputs to IC’ page was not included in the "CS03.xls” filed with USPS-LR-L-5.

(f). Please see above response to (a).
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VP/USPS-T18-1.

Please refer to your testimony at page 7, lines 25-27, where you discuss a Type
5 cost pool and first state that "“in this cost pool [the costs are variable] ... and the
variability equals one hundred percent.” You then go on to say that “[tlhere are
non-volume variable costs intrinsic to a product.”

a. Please explain how, if all costs in the pool are variable, the pool also can
contain non-volume variable costs, regardless of whether they are intrinsic or
non-intrinsic.

b. Please give one or two examples of a non-volume variable intrinsic cost in a
cost pool where all costs are volume variable.

RESPONSE:

a. and b. [tis my understanding of the previous testimony of Prof. Bradley
(Direct Testimony of Michael D. Bradley on Behalf of the United States Postal
Service, USPS-T-22, Docket No. R2000-1 at 20) that intrinsic costs do not vary
at margin, so their existence does not depend upon the measured volume

variability:

For many cost pools, there is more than one product
handled, so cost attribution s not so straightferward.
In these cost pools, two questions must be answered
to determine proper cost attnbution. The first question
is whether or not there are any intnnsic costs. An
intrinsic cost is a variable cost, in the sense that it
varies with the level of output, but it does not vary at
the margin.” By that, | mean that these costs are not
increased by additional votume of the product.
Nevertheless, they are caused by the provision of the
entire volume of the product and are thus incremental
to that product. When there are intrinsic costs in a
cost pool, then both the volume-related caosts and the
intrinsic costs are attributed to the product that
caused them to arise. Other products in the cost pool
will cause volume-related incremental costs but will
not generate intrinsic costs.

An example of this type of cost pool ts given by the
manual Priority Mail cost pool. All costs are labor
costs and are variable costs. However, the cost pool
arises because of the intrinsic characteristics of
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Priority Mail and would not exist but for that product. If
there were no Priority Mail, this cost peol would
disappear. The volume variable costs for non-Priority
Mail products would not disappear, but both the
Priority Mail's volume variable cost and all of the
institutional cost would disappear. This latter set of
costs are intrinsic to Priority Mail so the incremental
cost for Priority Mail in this cost pool is the sum of
Priority Mail's volume variable cost and all of the
institutional cost. In this instance, the institutional
costs are intrinsic costs.

17 Intrinsic costs would include things like the
premium costs associated with an expedited air
transportation network.

(Footnote in originat)

The only example that | am aware is provided by the old Eagle network. An
explanation of the calculation of incremental cost in cost pool with 100 percent
vanability and intrinsic costs was provided by witness Bradley in Docket No.
R2000-1 (Direct Testimony of Michael D. Bradley on Behalf of the United States

Postal Service, USPS-T-22, Docket No R2000-1 at 37):

The other instance of intrinsic cost is for dedicated air
network transpoertation. In these cost components, the
volume variable cost is found by multiplying the
amount of the driver (pound-miles) times the
(constant) marginal cost of commercial air
transportation, (8,). In the product cost model, the cost
function for the dedicated air network is thus given by:

where the bar on the driver indicates that its amount
is fixed with respect to small changes in volume and
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a; represents the cost of a 1pound mile of dedicated
network air transportation.“® One can express the
volume variable cost forExpress Mail as the product
of the cost of a pound-mile of commercial air
transportation times the number of pound-miles
required.”*

vve, - B D,,.

*

The incremental cost of Express Mail in this
component adds in the intrinsic cost to the volume
variable cost:

“%1t is my understanding that the air network is sized
for a minimum scale and more capacity exists than is
required to handle just the Express Mail. Thus
marginal increases in Express Mail volume do not
affect the capacity of network,

“® The volume variability of commercial air
transportaticn is one.
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VP/USPS-T18-2.

Please refer to your testimony at page 10, lines 5-7, where it says “{tJhree of the
cost pools types identified in section |.C include product specific costs ... and
tntrinsic costs in type 6 and 7 cost pools.” Also, please refer to your testimony at
page 8, lines 14-17, in which your description of Type 7 cost pools states that
"there are no intrinsic costs.” Please reconcile these two seemingly contradictory
statements as regards Type 7 cost pools.

RESPONSE:
The description on page 8 of type 7 cost pools is correct. Rather than “type 6

and 7 cost pools,” line 7 of page 10 should read “type 5 and 6 cost pools.”
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VP/USPS-T18-3.

With respect to any cost pool in which only Priority Mail is handied, would you
agree that all non-volume variable costs in any such cost pool would be
incremental to the maii processing cost of Priority Mail? if you disagree, please
expiain fully.

RESPONSE:
Yes, if the cost pool would not exist if Priority Mail were to be eliminated as a

product, then all non-volume variable costs would be incremental to Priority Mail.
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VP/USPS-T18-4.

With respect to those cost poois in which only letters are handled {e.q., DBCS),
would you agree that all non-volume variable costs i those cost pools are
incrementatl to the mail processing cost of letters? If you disagree, please explain
fully.

RESPONSE:

Yes, if the cost pools would not exist if the Postal Service ceased delivering all
letter-shaped pieces, although note that this does not imply that the non-volume-

variable cost of a letter operation such as DBCS would be incrementat to any

Postal Service product.
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VP/USPS-T18-5.

With respect to those cost pools in which only flats are handled (e.g., AFSM
100}, would you agree that all non-volume variable costs in each of those cost
poals are incremental to the mail processing cost of flats? If you disagree, please
explain fully.

RESPONSE:

Yes, if the cost pools would not exist if the Postal Service ceased delivering all
flat-shaped pieces, although note that this does not imply that the non-volume-

variable cost of a flat operation such as AFSM 100 would be incremental to any

Postal Service product.
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VP/USPS-T18-6.

With respect to any cost pooi in which only parcels are handled, would you agree
that all non-volume variable costs in any such cost pool would be incremental to
the mail processing cost of parcels? If you disagree, please explain fully.
RESPONSE:

Yes, if the cost pools would not exist if the Postal Service ceased delivering all
parcel-shaped pieces, although note that this does not imply that the non-

volume-variable cost of a parcel operation would be incremental to any Postal

Service product.
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VP/USPS-T18-7.

a. |s all mail processing within the collection cost pool restricted to collection mail,
or is any other subset of mail also processed within the collection cost pool?

b. If the collection cost pool handles only collection mail, would you agree that ail
non-volume variable costs in any such cost pool would be incremental to the
mail processing cost of collection mail? If you disagree, please explain fully.
RESPONSE:

a. | am not completely sure what you mean by the collection cost pool within
mail processing. If you are referring to the Canceliation (1CANCEL) cost pool, |
am informed that most collection mail is processed in the Cancellation (010C)
operation within mail processing. Please see pages 2-3 of the testimony of
witness McCreary (USPS-T-42) for a general discussion of this operation. | am
also informed, however, that non-collection mail can aiso be handled in the
Cancellation cost pool. For example, stale dated meter mail might be run
through the AFCS to get a proper postmark date on the pieces. Since | am not

an Operations expert, further details would have to be elicited from withess

McCrery.

b. Not applicable.
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VP/USPS-T18-8.

Please refer to your testimony at page 18, lines 13-23. At lines 13-14, you state
that “[ijncrementai costs for ... Standard ECR mait are ... 2.9% higher than
volume variable costs.” At lines 18-20, you state that “mail subclasses with a
larger share of the driver will have a larger difference between volume variable
cost and incrementai cost.”

a. What is the driver for Standard ECR mail that results in incremental costs
being 2.9 percent higher than volume variable cost?

b. Please explain why this driver 1s not equally applicable to Standard Regular
mail.

RESPONSE:

a. Since the 2.9 percent applies to the subclass costs as a whole, rather than
any single cost component, there is no single driver that would fully explain that

figure, which reflects the net effect of all cost drivers for all cost components.

b. As noted above, there is no single driver that explains the result about which
you inquire. But as also suggested at the bottom of the page of my testimony
from which you quote, all else equal, subclasses with larger RPW volumes tend
to have a larger percentage difference between volume variable and incremental
cost. That refationship holds between Standard and ECR, to the extent that
Standard has a higher proportion of RPW volumes (31 percent versus 16.5
percent), and a larger difference between volume variable and incremental costs
(3.5 percent versus 2.9 percent). Thus, perhaps contrary to the apparent
implication of the question, the net effect of the relevant cost drivers does,

roughly speaking, appear to be “equally applicable” between Standard and ECR.
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VP/USPS-T18-9.

Please refer to your testimony at page 10, lines 3-5, where you state that:
“[p]roduct specific costs are non-volume variable costs caused by the provision of
a product. Product specific costs for a mail product are incremental to that mail
product.”

a. Please define the terms "product” and “mail product” as you use them here.
b. As you define the term “mail product,” to what extent is it synonymous with a
class of maii?

¢. As you define the term "mait product,” to what extent is it synonymous with a
subclass of mail?

d. As you define the term “mail product,” to what extent is it synonymous with a
rate category within a subclass of mait?

e. As you define the term “mail product,” to what extent is it synonymous with a
rate celt within a subclass of mail?

RESPONSE:

a. The term "product’, as it is referenced here, is a generic term which is used in
the definition of product specific costs. The term "mail product”, as it is used
here, refers to any mail class, subclass, group of subclasses, rate category, or
special service which is a line item in the Cost & Revenue Analysis report
(USPS-LR-L-2). They therefore correspond to the items listed in rows 1-39 of

Table 1A to my testimony.

b. See answer to part (a).
c. See answer to part (a).
d. See answer to part (a).

e. The term “rate cell” is undefined, thus “mail product” is not a synonym.
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VPIUSPS-T18-10.

Please refer to your responses to VP/USPS-T18-4, 5 and 6, and suppose that
within one or more independent MODS mail processing cost pools some non-
volume variable costs exist solely for one Postal Service product. That is, if the
preduct ceased to exist, those non-volume variable costs would no longer exist.
a. Would you agree that any non-volume variable costs such as those described
here are incremental to the product in question? If you disagree, please explain
fully.

b. Would it be appropriate to classify any non-volume variable costs such as
those described here as intrinsic?

RESPONSE:
a. In this proposed scenario, assuming the activity is caused by the provision of a
single mail preduct, any non-volume variable costs in a cost pool would be

product specific to the product in question.

b. The non-volume variable costs are appropriately classified as product specific
Intrinsic costs are caused by the provision of the enrtire volume of an individual
product. The previous testimony of F’rofr. Bradley (Direct Testimony of Michael D
Bradley on Behalf of the United States Postal Service, USPS-T-22, Docket No

R2000-1 at 20) further defines intrinsic costs:

An intrinsic cost s a variable cost, in the sense
that it vanies with the level of output, but it does not
vary at the margin. By that | mean that these
costs are not increased by additional volume of
the product. Nevertheless, thely] are caused by
the provision of the entire volume of the product
and are thus incremental to that product.
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VP/USPS-T18-11.
Please refer to your testimony at page 10, line 8, where you state that “{a] variety
of sources are used to identify product specific costs ...." Of the various sources
that you used for identifying product specific costs, which ones contained a
detailed cost breakdown or an analysis of the non-votume variable costs within
individual cost pools?
RESPONSE:
The one that comes to mind regarding detailed cost breakdowns is the
information on Advertising expenses, obtained from Advertising personnel. In
general, the nature of information obtained from other sources i1s useful for
identifying the reasons for the establishment and use of the activity/operations.
This exercise addressed the cost pool as a whole {independent of any variability
analysis), so | do not believe that it can properly be characterized as an analysis

merely of "the non-volume variable costs” within the cost pool. Also, please see

my response to VP/USPS-T18-12.

Detailed cost information can be found in USPS-LR-L-72, pages 7 and 8.
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VP/USPS-T18-12.

Please refer to the testimony of witness Bozzo (USPS-T-12) at page 3, Table 1.
a. Excluding the “Composite” cost pool, do you consider the other 10 cost pools
in that table to be “independent,” as you use that term at page 7, line 6 of your
testimony? if not, please indicate each cost pool that you consider to be
dependent.

b. For each of the 10 cost pools that you define as independent, please indicate
for each the “type” (i.e., type 1 to 8 as described in your testimony at pages 7-8).
c. Excluding the "Composite” cost pool, with respect to each other cost pool in
that table with non-variability factor greater than zero, please indicate which non-
volume variable costs, if any, you have classified as incremental, and explain the
basis or reason for determining that they were incremental.

d. Please indicate all sources that you used to identify incremental costs within
the “pool,” or aggregate level, of non-volume variable costs in those 10 cost
pools with non-variability factor greater than zero.

RESPONSE:

a. Yes, all 10 cost pools are independent as defined by the incremental cost
modai.

b. Types for all cost pools are found in USPS-T-18 Warkpapers in Support of the
Testimony of Dion Pifer (Volume 1 and 2}, Table 1.

c. In the SPBS Priority and Manual Priority cost pools, there are non-volume
variable costs which are product specific to Priority Mail. In all of the cost pools.
incremental costs, by their general nature, capture some non-volume variable
costs for all products.

d. { am not certain that | fully understand the question, however, variabiiity factors
gathered from Witness Bozzo (USPS-T-12), cost pool distributions from Witness
Van-Ty-Smith (USPS-T-11), classification type from the incremental cost model
filed by witness Kay in Docket No. R2005-1, and my workpapers (USPS-T-18
Workpapers in Support of the Testimony of Dion Pifer (Volume 1 and 2) are used

In calculating incremental costs for the cost pools.
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VP/USPS-T18-13.

Please refer to your response to VP/USPS-T18-12(b). Is your reference to
"USPS-T-18 Workpapers in Support of the Testimony of Dion Pifer (Volume 1
and 2)" synonymous with USPS-LR-L-727 If not, please clarify the reference and
indicate where it can be found.

RESPONSE:

As discussed on page 3 of my testimony (USPS-T-18), under the heading
‘Materials Associated With This Testimony”, the workpapers and library
reference (USPS-LR-L-72) are separate entities. The workpapers are entirely
hardcopy, while the library reference contains both hardcopy and electronic
content. USPS-LR-L-72 contains electronic versions of the incremental cost
model and tables from my testimony and workpapers. In the case of the above-
mentioned cite, the requested information can be found in both the workpapers
and USPS-LR-L-72. For ease, the spreadsheet describing incremental cost type

can be found in USPS-LR-L-72, under “Support Materials™ with the filename

‘WPTable1.xls", tab “Table 17.
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CHAIRMAN OMAS: This brings us to oral
cross-examination.

One participant has requested oral cross-
examination, Valpak Direct Marketing Systems, Inc. and
Valpak Dealers Association, Inc.

Would you please introduce yourself for the
record?

MR. MORGAN: Mr. Chairman, Jeremiah Morgan
with Valpak Direct Marketing Systems and Valpak
Dealers Association.

CHAIRMAN OMAS: You may proceed.

CROSS-EXAMINATION

BY MR. MORGAN:

Q Mr. Pifer, good morning.
a Good morning.
Q I want to start with Valpak/USPS-T-18-5,

your response to that interrogatory.

A Okay.

Q In that interrogatory we ask, "With respect
to those cost pools in which only flats are handled,
would you agree that all non-veolume variable costs in
each of those cost pools are incremental to mail
processing costs of flats," correct?

A Correct.

] Your response was, "Yes, if the cost pools

Heritage Reporting Corporation
(202) 628-4888
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would not exist if the Postal Service ceased
delivering all flat-shaped pieces," correct?

A Correct.

Q Then you add as a qualification, "This does
not imply that the non-volume variable costs of any
flat operation such as AFSM 100 would be incremental
to any Postal Service product," correct?

A Correct.

Q I want to make certain I understand how cost
pools work. Can we define a cost pool as an

aggregation of a particular type of cost over all mods

facilities?
A I'm not sure if I understand your question.
Q For example, would it be correct to consider

the AFSM 100 cost pool as an aggregation of costs over
all mods facilities that have one or more AFSM 100s?

A I believe that would be correct, yes.

Q I know that you’re not the operations
witness or the IOCS witness, but would it be
reascnable to expect that the labor costs in the AFSM
100 cost pool are an aggregation of the labor costs of
operating each individual AFSM 100 in all mods
facilities?

A As you stated, I'm not an operations expert,
but that would be a safe assumption I believe.

Heritage Reporting Corporation
(202) 628-4888
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Q Okay. And would you accept subject to check
that according to Witness McCrery in base year 2005
the Postal Service had installed 534 AFSM 100s in 230
separate facilities?

A Subject to check.

Q And would you also accept subject to check
that Witness McCrery has testified that 132 of those
facilities have more than one AFSM 1007

A Again subject to check, vyes.

o) Okay. In fact, according to Witness
McCrery, three facilities have as many as eight AFSM
100s?

A Subject to check, yes.

Q Ckay. Now, as a hypothetical suppose that
in facilities with two or more AFSM 100s at least one
of those machines was dedicated full-time to sorting
standard catalogs.

A Ckay.

Q The scheme’s cost of setup and takedown time
for each different sort scheme of operating such
dedicated machines, those would be non-volume variable
costs, right?

A I'm sorry. Repeat that.

Q The scheme’s cost, the setup and takedown
costs, for those dedicated machines.

Heritage Reporting Corporation
{(202) 628-4888
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A Okay.

Q They would be non-volume variable costs,
correct?

A If in your hypothetical situation, yes.

Q Okay. And they would be incremental to

standard mail since they were dedicated to standard
mail?

A I'm gorry. You said standard catalog? Is
that correct? Is that what you asked?

Q Yes.

A Let me answer it this way. If that machine
was set up specifically for a CRE line item such as
standard mail the setup costs, as you said, would be
non-volume variable costs, as you stated, if it were a
CRE line item not based on the shape, but based on the
line item, 1f that makes sense.

Q Well, it’s a machine dedicated flat though.

A We don’t calculate incremental cost based on
shape. We do it based on CRE line items. The cost
would not go to the shape. It would go to the line
item.

If it were dedicated to standard mail then
yes, in that case it would, but not based on the shape
ig what I'm saying.

Q But for the AFSM 100 cost pool --

Heritage Reporting Corporation
(202} 628-4888
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a Okay.

Q -- if a particular machine was dedicated to
sorting standard mail.

MR. KOETTING: I'm getting confused here.
When you talk about the cost pool, the cost pool as
you defined it, as I understood your definition, was
the aggregation of all AFSM 100 costs, all machines.
I mean, that’s the cost pool that’s been defined.

MR. MORGAN: Yes., That’s what he actually
does. Now we’'re in the hypothetical here. It’'s noct
what he actually does.

MR. KOETTING: So what’'s the cost pocl?

MR. MORGAN: Well, we're talking about in
this hypothetical the AFSM 100 cost pool.

BY MR. MORGAN:

Q Here’s my guestion another way. In theory,
if certain sorting machines are dedicated to a single
class or subclass of mail should the setup and
takedown costs that go with changing sort schemes on
those machines, those dedicated machines, be
considered an incremental cost of that single class or
subclass to which those machines are dedicated?

A There would be in your hypothetical
situation some product specific cost attributed to
whatever class of mail was involved in setting up that

Heritage Reporting Corporation
{(202) 628-4888
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machine in your hypothetical situation.

Q Okay. And if there were no standard
catalogs to be sorted those costs would cease to
exist? Those product specific costs would cease to
exist?

A The standard mail would not receive any
product specific costs. The other classes of mail
that were sorted there would receive the regular
volume variable costs.

Q Okay. In this hypothetical, if these non-
volume variable setup and takedown costs for machines
dedicated to a single class of mail are not treated as
incremental to that class mail, how would you
recommend they be treated?

A The methodology has not changed since R2000.

I certainly wouldn’t speak to any methodology.

Q So how would they be treated?

A How would they be treated in your
hypothetical?

Q In the hypothetical.

A In the situation you previcus presented,

they would be treated as product specific costs.

Q Okay. Could you turn to your response to
Question 11, Valpak/USPS-T-18-117?

A Okay.

Heritage Reporting Corporation
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0 The question asks whether any of the various
sources that you used to identify product specific
costs contained a detailed cost breakdown or an

analysis of the non-volume variable costs within

individual cost pools. Is that correct?
A Correct.
Q In this docket, as well as prior dockets,

Witness Bozzo presents an analysis which suggests that
certain costs within mods cost pools are non-volume
variable. Are you familiar with the testimony of
Witness Bozzo?

A No, I'm not.

Q Would you accept subject to check that on

the basis of Witness Bozzo's analysis that Witness

Van-Ty-Smith -- you’re familiar with her testimony,
correct?

A Yeg, I am.

Q -- determines that in base year 2005 some

$2.4 billion of mail processing costs are non-volume

variable?
A Subject to check, yes.
Q Okay. And these non-volume variable costs

identified by Witness Bozzo on which Witness Van-Ty-
Smith relied occur in a variety of mods cost pools, do
they not?

Heritage Reporting Corporation
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A Subject to check, yes.

Q In fact, Witness Van-Ty-Smith set out an
attachment to her testimony which listed all the cost
pools and the amounts of such non-volume variable
costs. Would you accept that subject to check?

A Okay. Yes, subject to check. Yes.

Q Going back to our question, your response to
Question 11 there, did either you or any of the
sources that you used to identify product specific
costs examine any of those cost pools that contained
the $2.4 billion of Witness Bozzo's non-volume
variable costs in order to see whether any of those
costs should be classified as product specific?

A As I state in my testimony, the product
specific costs come from a variety of sources,
including Witness Milanovich’s workpapers and so
forth, so we cbtained our product specific costs from
there. I don't do further analysis other than what
product specific costs I already receive.

0 Okay. Are you familiar with Library
Reference 1, the title of which is Summary Description

of USPS Development of Cost by Segments and

Components?
A Yes, I'm familiar with it.
Q And particularly Appendix I?

Heritage Reporting Corporation
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A I believe that’s the product specific costs.

Q The title of that is Calculating Postal
Product Costs/Incremental Costs.

A Yes. I'm sorry. I'm familiar with that,
yes.

Q Okay. Product specific costs are generally
considered to be incremental costs, are they not?

A I believe actually Professor Bradley has a
definition of product specific costs in his R2000
testimony. I wouldn’t necessarily call it incremental
cost, no.

Q Does Appendix I to Library Reference 1
define or classify product specific costs in any way
other than as incremental costs?

A I haven’t reviewed Appendix I. 1I’ve seen
it, but I didn’t write it, and I'm unfamiliar with it.

Q Okay. Can I ask you? Are you aware of any
product specific costs that are treated as
institutional costs?

A I'm sorry. What do you mean by
institutional costs? Could you rephrase the question?

Q Are there any product specific costs that
are not attributed, that are not attributable costs?

A Attributable to a class of mail?

Q Yes.

Heritage Reporting Corporation
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A All product specific costs as far as I know

are attributed to a CRE line item.

Q They’'re not institutional costs?
A As far as I know, no.
Q Okay. Thank you. Did you consider

analyzing cost pools with non-volume variable costs,
that contain non-volume variable costs, to see whether
some of those costs might be product specific?

A Again, the product specific costs I received

from other sources I take at face wvalue.

Q Okay.

A I don't do any further analysis, no.

Q You didn’'t look into the cost pools at all?
A No. No further than what is given to me,

no.

Q As a general principle, would you have an
objection to looking at the details inside of the cost
pools instead of treating them as homogencus entities?

¥\ The methodoleogy we currently use has been
successful for the last couple of rate cases. At this
time I’'ve not considered that, no.

0 So you would not object to deing that; it
just hasn’t been done?

A I'd have to check into that. It's a
possibility, but I’'d have to check into doing that.

Heritage Reporting Corporation
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Q Do you know if the IQOCS looks at detalls of
volume variable costs inside of cost pools?

A I'm not an IOCS expert.

Q Okay. Can you think of any reasons why the
details inside of non-volume variable costs should not
be studied in any detail?

A I'm sorry. Could you repeat that?

Q Can you think of any reasons why the details
of any non-volume varilable costs inside the cost pools
should not be studied in detail?

A That's outside of my breadth of analysis. I
can’t comment on that.

Q As an incremental cost witness, you can't
think of any reason why those details shouldn’t be
examined?

A I produced the incremental costs by line
item based on information provided to me by other
expert witnesses.

As far as mail processing, if Mail
Processing wanted to leook further into that then that
would be -- I don’'t look further into mail processing
than they would.

Q You can’'t think of any reason why they
shouldn’t though?

A I can't really speak for them and the work

Heritage Reporting Corporation
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that they do. They’'re experts in their field. I
can‘'t really speak to them.

MR. MORGAN: Ckay. Thank you. I have no
more questions.

CHATRMAN OMAS: Thank you.

Is there anyone else who wishes to cross-
examine this witness?

{No response.)

CHAIRMAN OMAS: Mr. Koetting?

MR. KOETTING: TIf I could have five minutes
please, Mr. Chairman?

CHATIRMAN OMAS: Thank you.

{Whereupon, a short recess was taken.)

CHAIRMAN OMAS: Mr. Koetting?

MR. KOETTING: The Postal Service has no
redirect, Mr. Chairman.

CHAIRMAN OMAS: Thank you.

Mr. Pifer, that completes your testimony
here today. We appreciate your appearance and your
contribution to the record, and you are now excused.

THE WITNESS: Thank vyou, sir.

(Witness excused.)

CHAIRMAN OMAS: Mr. Hollies, would you
please identify your next witness?

MR. HOLLIES: The Postal Service calls

Heritage Reporting Corporation
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Bradley V. Pafford.
CHATIRMAN OMAS: Railse your right hand,
please.
Whereupon,
BRADLEY V. PAFFORD
having been duly sworn, was called as a
witness and was examined and testified as foliows:
CHAIRMAN OMAS: Please be seated.
{(The document referred to was
marked for identification as
Exhibit No. USPS-T-3.)
DIRECT EXAMINATION
BY MR. HOLLIES:

Q Mr. Pafford, you have two copies of a
document in front of you. Could you tell us what that
is?

A This is my direct testimony, USPS-T-3.

0 All right. If you were to testify orally

today would your testimony be the same?

A 1t would.

Q Was that testimony revised at any point in
time?

A Yes it was. We did not include the attached

tables the first time around.
Q And do the copies in front of you have the

Heritage Reporting Corpeoration
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tables?
A Yes, it does.

MR. HOLLIES: The Postal Service moves that
the testimony of Bradley V. Pafford, USPS-T-3, be
entered into evidence in this matter, Mr. Chairman.

CHAIRMAN OMAS: Is there any objection?

{(No response.)

CHATRMAN OMAS: Hearing none, I will direct
counsel to provide the reporter with two copies of the
corrected direct testimony of Bradley Pafford.

That testimony 1is received into evidence.
However, as is our practice, it will not be
transcribed.

(The document referred to,
previously identified as
Exhibit No. USPS-T-3, was
received in evidence.)

CHAIRMAN OMAS: Mr. Pafford, have you had an
opportunity to examine the packet of designated
written cross-examination made available to you this
morning?

THE WITNESS: I have.

CHAIRMAN OMAS: If those questions contained
in that packet were posed to you orally today, would
your answers be the same as those you provided to us

Heritage Reporting Corporation
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previously in writing?
THE WITNESS: I have a couple things here.
One, there were several extra copies of some of the
tables and attachments. There were four copies of the
same thing, which I removed the additional three
copies in here and have given them to my lawyer.
I have also one correction to
NNA/USPS-T-3-28. A word was left out I've added.
CHAIRMAN OMAS: Okay. Counsel, would you
please provide two copies of the corrected designated
written cross-examination of Witness Pafford to the
reporter?
That material is received into evidence, and
it is to be transcribed into the record.
{The document referred to was
marked for identification as
Exhikit No. USPS-T-3 and was
received in evidence.)
//
//
!/
//
//
//
//
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-2. In Table 1 of USPS-T-3, you provide estimates of CVs by
subclass for revenue, pieces and weight. With regard to these estimates, please
confirm that, all else equal, estimates that are based on samples with higher CV
vaiues are less reliable than estimates that are based on samples with lower CV
values. Explain fully any answer other than a confirmation.

RESPONSE:

Confirmed.

Cocket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-3. In Table 1 of USPS-T-3, you show a CV for Within County
revenue of 1.93 and a CV for Outside County revenue of 0.10. Please explain
fully why the Within County CV shown for revenue in Table 1 is so much higher
than the Outside County CV for revenue reported in the same table.

RESPONSE:

The Outside County CV is lower than the Within County CV because the
proporttion of the estimated revenue coming from the PostalOne automated office
component of BRPW is higher. The automated office component is census

information with no sampling variation.

Docket Ng. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSQOCIATION

NNA/USPS-T3-4. In Table 1 of USPS-T-3, you show a CV for Within County
pieces of 2.29 and a CV for Outside County pieces of 0.07. Please explain fully
why the Within County CV shown for pieces in Table 1 is so much higher than
the Outside County CV for pieces reported in the same table.

RESPONSE:

See the response to NNA/USPS-T3-3.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-5. In Table 1 of USPS-T-3, you show a CV for Within County
weight of 2.68 and a CV for Outside County weight of 0.15. Please explain fully
why the Within County CV shown for weight in Table 1 is so much higher than
the Qutside County CV for revenue reported in the same table.

RESPONSE:

See the response to NNA/USPS-T3-3.

Docket No. R2006-1



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-6. Please confirm that the Postal Service maintains an AIC
specifically for Within-County revenues and identify that account. If you confirm,
please explain why sampling is necessary to estimate revenues associated with
this subclass.

RESPONSE:

Confirmed. AIC224 is the account number for Within County. It was established
in FY1999 with some interest in tying the BRPW Within County estimates to this
AIC. The current approach conirols each sub-category of Periodicals by the ratio
of total Periodicals AIC revenue to BRPW estimated revenue (see formula (2),
USPS-I.LR-L-17/R2006-1, page 4). These ratios have been consistently near 1.0.
However, AIC224 revenue ratios have not been consistent. AlC224 revenue for
FY2004 was $66,241,000 while the estimated Within County revenue was
$72,127.,000. In FY2005 AlC224 revenue was $67,517,000 while the estimate
was $71,714,000. These differences could be related to the manual reporting of
Within County revenue for smaller offices, the fact that Centralized Postage
Payment postage statements (AIC136) may report some Within County revenue,
or other reasons unknown. Until such issues are resolved, we will not use

AlIC224 revenue for this subclass.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-7. Please refer to your statement on Page 7 that refers to "a
supplemental probability based sample of non-automated post offices[.]" With
respect to those offices:

a. please provide the total number of non-automated post offices to which
you are referring;

b. how many of these non-automated post offices provide information on
revenues, pieces or weight for the BRPW report?

C. how many strata for sampling are created for this sample, and what are
the criteria for identifying the strata?

d. do the revenues for Within County periodicals mail reported through this

probability based sample consistently match revenues reported from any
AlC maintained by the Postal Service for Within County maii? If they do
not, please explain why they do not. Please also explain how the Postal
Services adjusts the results provided by this sample in any data category
to match the AIC to the sample outcomes or vice versa?

RESPONSE:

a — b. The total number of non-automated offices and the number sampled that
provide information on revenue, pieces and weight can be found in table 1 of
USPS-LR-.-17/R2006-1.

c. The number of strata are shown in table 1 of USPS-LR-L-17/R2006-1. The
strata boundaries for the five strata were derived using the cum \/ﬁ(—;) rule {see
Sampling Techniques by William G. Cochran, 3 edition, New York, New York
1977, page 129) for the maximum revenue of either Q2 FY2003 AlIC224 revenue,
the sum of survey Within County and Outside County revenue, or the quarterly
average of a period consisting of the eight quarters in FY2001 and FY2002 of
AlC224 revenue by finance number or post office. These strata were established
after first defining the sampling frame from these sources and from a listing of
automated offices in FY2003. The sampling frame included the set of offices that
were not automated, and where a function of In-County and Outside County

revenue was greater than $100.

d. See my response to NNA/USPS-T3-6.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-8. What percentage of total mail pieces reported by the Postal
Service in Table 1. Fiscal Year 2005 Revenue, Pieces and Weight Estimates and
Associated Confidence Limits for Within-County periodicals were derived by
results from PostalOne? From the probability-based stratified sample? From

other means?

RESPONSE:

The percentage from PostalOne is 60.6 percent. The estimated percentage from

the probability-based stratified sample is 39.4 percent.

Docket No. R2006-1



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS T3-9. Please confirm that data on mail pieces, revenues and
weights derived from PostalOne reports are more reliable than data derived from
the probability-based stratified sample. if you do not confirm, please explain why
they are not.

RESPONSE:

PostalOne as a data source provides census information. There is no sampling
variation in census information. Probability-based estimates have sampling
variation. To the extent that reliability is defined in these terms, yes PostalOne

would be more reliable.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS T3-10. Please confirm that data derived from the probability based
stratified sample come from relatively smaller and more rural postal facilities than
the data from Postal One. If you do not confirm, please explain the nature of
facilities whose data are captured by the probability based stratified sample.

RESPONSE:

| understand that PostalOne offices tend to be larger than others. The probability
based stratified sample represents non-PostalOne offices; so if my
understanding is correct, these offices should be, on average, relatively smaller
than PostalOne offices. In any case, the probability based stratified sampie is
designed to yieid an unbiased estimate of national non-Postal One office activity,

regardless of office size or location.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-11. On page 1 of USPS-LR-L-17, the Postal Service states that
the BRPW System utilizes “a non-automated office segment from which postage
statement information is obtained from a probability-based sample of these
offices.” With respect to this statement please explain what distinguishes an
automated from a non-automated office segment and provide counts of all
automated and non-automated office segments in the universe of BRPW facilities
grouped by type and by size category for FY 2005.

RESPONSE:

The automated segment includes offices reporting through the automated system
for collection of postage statements: PostalOne. The non-automated segment
consists a probability-based sample of offices selected from the non-automated
office segment of the population: those not reporting through PostalOne. The
count of automated offices in FY2005 was 8,436 in Q1 and Q2, 8,440 in Q3, and
8,452 in Q4. The number of non-automated offices can be found in table 1,
USPS-LR-L-17/R2006-1. See also my response to NNA/USPS-T3-15 for size

category information.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-12. On page 1 of USPS-LR-L-17, the Postal Service states that
the BRPW System utilizes “a probability-based sample” of non-automated office
segments. Please define the term “probability-based sample,” explain fully how
this sample was selected and provide all data supporting each specific probability
that was measured or considered in selecting this sample.

RESPONSE:

Probability-based sample means that the selection of sample units is carried out
by random procedures and with known probabilities of selection. See my
response to NNA/USPS-T3-5.¢c for a description of the sample strata. Within
each stratum a random sample of finance numbers was chosen using a uniform
random number generator for the targeted sample size specified in table 1 of
USPS-LR-L-17/R2006-1. See the worksheets PAN2003A and PAN2003B in the
attached EXCEL workbook for the computer programs that generated the
sampling frame (PAN2003A) and selected the panel offices randomly
(PAN2003B). Individual probabilities for all units in the population are not

maintained in the code, just the selected offices’ {output.
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[Attachment to USPS-T-3-12]

ITHXXXXXP JOB (ALAO3), XXXXXXX BIN 26" CLASS=H MSGCLASS=H
"ROUTE PRINT U5704
JOB NAME: PDS.SAS2C(PNL2003A)
i CREATE DATE: 1-10-03
" PRIOR JOB: NONE

e NEXT JOB: PDS.SAS2C(PNL2003B)

" PURPOSE: NEW PANEL SELECTION - 1ST JOB

i GENERAL: THIS JOB CONSTRUCTS FRAME OF FINNOS FOR SAMPLING
n” THE POP OF ALL NON-0(!) 2C OFFICES.

’fttﬂi'ti’n’iﬁtttiiil AEa R RS R A AL E R I s I e el R e T e LS AR )

i
#SO1  EXEC SAS,REGION=4006K TIME=60
J/WORK DD SPACE=(CYL,(900,700),RLSE)
ISYSOUT DD CUMMY
s
J/IAKCAL DD DSN=HSI.BV750T03.QTR2FY03,DISP=OLD. UNIT=TAPE
# DD DSN=HSI.BV750T03.QTR1FY03.DISP=0OLD.UNIT=TAPE
/DD DSN=HSI.BV750T03 QTR4FY02.DISP=0OLD,UNIT=TAPE
/DD DSN=HSI.BV750T03.QTR3FY02,DISP=OLD,UNIT=TAPE
/DD DSN=HSI.BV750T03.QTR2FY02,DISP=0OLD,UNIT=TAPE
/DD DSN=HSI.BV750T03.QTR1FY02,DISP=0OLD,UNIT=TAPE
#/ DD DSN=HSI.BV750T03.QTR4FY01,DISP=OLD.UNIT=TAPE
/i DD DSN=HSIBV750T03. QTR3FY01 DISP=0OLD,UNIT=TAPE
BCISFRM DD DSN=HSISMN.BRPWD01.OFFLIST FY200306(0),DISP=SHR
SURVEY DD DSN=XXXXXX.PRDCL.SURVEY PQ32001. PRELIM DISP=SHR
JIFRAME DD DSN=XXXXXX_.BRPWD01 PANEL2C FY2003Q2.FRAME DISP=SHR
JPRAME DD DSN=XXXXXX.BRPWD01 PANEL2C FY2003Q2 FRAME,

" DISP=(NEW CATLG),DCB=(RECFM=FB LRECL=140,BLKSIZE=2800),

i UNIT=SYSDA,SPACE={C¥L {20,25),RLSE)

"

HSYSIN DD *
260000

* GLOBALS

', %LET N_PQ-=8;

" %LET CPP224=124268,;

*; %LET CPP135=204398163;
260000
260000
260000

HHERIANE AN

*SEC 100"
DATA AICAL; INFILE AICAL;
INPUT @1 AP 2.
D3FY 1.
)7 FINNO PD4.
@17 ACCNT PD5.3
@22 R_AIC PD7 2
@59 CAG $1.;

10008
30000
40000
60000
60000
70000
70000
70000
70000
70000
40000
120008
120008
140600
250000
140000
140000
140000
140000
140000
140000
140000
140000
140000
140000
140000
140000
140000
140000
140000
140000
250000

260000
260000

260000
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FINNO=FINNO/10;
ACCNT=INT(ACCNT);
IC = -1 * ROUND(R_AIC,1);

ewwddr

“FILTER*

iF FINNO=>0;

IF FY=3 & AP=4 THEN DO;

iF FINNO=XXXXXX & ACCNT=41310 THEN DELETE;
END;

IF ACCNT=4131¢ THEN DO;

R224=RAIC;

R135R224=RAIC,;

END;

ELSE #F ACCNT=41310 THEN R135R224=RAIC,
ELSE IF ACCNT=:41320 THEN R135R224=RAIC;
ELSE DELETE;

hrwkeRRNRAEY

*SEC110*
IF FINNO=XXXXXX THEN DO,
FINNO=YYYYYY; /* MATCH PERMIT SYSTEM FINNG */
R224=R135R224*(&CPP224/(&CPP135+&CPP224));
END;
ROC SORT; BY FY AP FINNO;
ROC SUMMARY; BY FY AP FINNO;
1D CAG; VAR R135R224 R224; QUTPUT QUT=AICAL SUM=;
DATA AICAL; SET AICAL;
IF 04<=AP<=06 & FY=3 THEN DO;
RTOT_Q2 =ROUND(R135R224,1);
R224 Q2 =ROUND{R224,1}
END;
RTOT_MU=ROUND{((1/&N_PQ)*R135R224,1); /* PQ AVERAGE */
R224 MU=ROUND({{1/&N_PQ)'R224,1}; /* PQ AVERAGE */
PROC SORT: BY FINNO;
PROC SUMMARY: BY FINNO;
ID CAG; VAR RTOT Q2 R224_Q2 RTOT_MU R224_MU;
OUTPUT QUT=AICAL SUM=;

wwkdwkdhkdhh

*SEC 12.0 *

DATA CBCISFRM:; INFILE CBCISFRM;
INPUT @5 AP 2.

@7 PQ 1

@8 FY 2.

@13 FINNO 6.

@21 CCITY $18.

@40 CSTATE $2. ;

EEP FINNO;

rhkwhEr Rtk h

* SPEC CASE*
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DATA CBCISADD: :

FINNG=AAAAAA; QUTPUT; /* UNDER MIAMI AUTCOMATED -/
INO=88BBBB; OUTPUT; /* SOON TO BE AUTOMATED ¥/
ANO=CCCCCC; QUTPUT; /* CAPITAL DIST AUTOMATED */

FINNC=DDDDDD; OUTPUT; /* NOVA DIST AUTOMATED ¥/

DATA CBCISFRM; SET CBCISFRM CBCISADD;

DATA SURVEY; INFILE SURVEY:

INPUT @1 FINNO 6.

@8 BATCH 4.

@13 SKIP 2.

@16 S_STATUS %9

@26 CBCIS $1. 7'+ NEW CBCIS SINCE SURVEY ¥/

@28 SURVEY $1. " Y=SENT SURVEY, N=IF WAS AUTO */

@30 OP §1. /* OTHER PERIOD ACTIVITY ONLY */

@32 COMMENT $1. [ COMMENT NOTED ON SURVEY FORM */

@34 MULTI $1. /* ADDRESS PROB - SENT 2 SURVEYS®*/

@36 A1 9. /" IN-COUNTY PQ3-01 *

@46 A2 9 / OUTSIDE PQ3-01 *f

@56 B1 9 /"IN-COUNTY OTHER PERIOD */

@66 B2 9. /OUTSIDE OTHER PERIOD */

@76 RAIC135 9. /*PQ3-01 AIC 135 "

@86 RAIC224 9. /" PQ3-01 AIC 224 “/

@96 CAG $2. /* CAG STATUS AT MAILOUT *f

@99 SCITY $13.

7113 SSTATE $2.

2116 SZIP 35, ;

A1B1 =A1+BT1;

ABTOT=A1+B1+A2+82,

EE ST L L

*FILTER *

IF SURVEY="Y' AND CBCI5*="";

iF S _STATUS=PASS-LOG' OR

S_STATUS='PASS-9' THEN VERI='Y";

KEEP FINNO BATCH S_STATUS A1-A2 B1-B2 A1B1 ABTOT;

e de ke ok ok ke ok

*SEC 13.0*
PROC SORT DATA=CBCISFRM;  BY FINNO:
PROC SORT DATA=SURVEY:  BY FINNO;
DATA POP:; MERGE AICAL(IN=A)
SURVEY(IN=S)
CBCISFRM(IN=C}); BY FINNO;
IF A=0 & S=0 & C=1 THEN NF=1:
ELSE IF A=0 & S=1 & C=1 THEN NF=2:
ELSE IF A=1 & S=1 & C=1 THEN NF=3;
ELSEIFA=1 & C=1 THEN NF=4:
ELSE IF A=1 & S=1  THEN NF=5;
LSEIF A=1&S=0  THEN NF=6;
ELSE IF A=0 & 5=t THEN NF=7;
LENGTH SOURCE $23.;
IF NF=1 THEN SOURCE="AUTO=Y, AIC=N, SURVEY=N";
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IF NF=2 THEN SOURCE='AUTO=Y, AIC=N, SURVEY=Y"

IF NF=3 THEN SOURCE='AUTO=Y, AIC=Y, SURVEY=Y":
NF=4 THEN SOURCE="AUTO=Y, AIC=Y, SURVEY=N"
NF=5 THEN SOURCE="AUTO=N, AlC=Y, SURVEY=Y":

IF NF=6 THEN SOURCE='AUTO=N, AIC=Y, SURVEY=N".

IF NF=7 THEN SOURCE='AUTO=N, AIC=N, SURVEY=Y":

IF S_STATUS="PASS-LOG' OR S_STATUS='PASS-9' THEN DO:

INC_MAX =MAX(R224_Q2 A1B1);

TOT_MAX =MAX(RTOT_Q2,ABTOT);

END;

ELSE DO;

INC_MAX =MAX(R224 Q2 A1B1,R224 MU);

TOT_MAX =MAX(RTOT_Q2,ABTOT,RTOT MU):

END;

AR A AR AN AR AR

* SPEC CASE *

EEL SIS LT

IF FINNO=XXXXXX THEN TOT MAX=RTOT Q2;

drdedkeddeok ek ok

*SEC13.2 " /* TAG SMALL NON-0 SITES FOR EXCLUSION */
LENGTH F_STATUS $9;;
IF 1<=NF<=4  THEN F_STATUS='CBCIS
ELSE IF (NF=7 & A1<=0 & A2<=0 & B1<=0 & B2<=0) OR
OT_MAX <=100 THEN F_STATUS='<=%100";

_SE F_STATUS='SFRAME’;

Ak ok dek ke ko

*REPORT *

e s kb e ok e

PROC SORT DATA=PCP; BY F_STATUS SOURCE S_STATUS;

PROC SUMMARY DATA=POP; BY F_STATUS SOURCE S_STATUS:

OUTPUT OUT=R1 SUM=;
VAR A1-A2 B1-B2 INC_MAX TOT_MAX

RTOT Q2 R224_Q2 RTOT_MU R224_MU RTOT_MU:

PROC PRINT DATA=R1; BY F_STATUS:

ID SOURCE;

VAR S STATUS FREQ A1 A2B1B2

R224_Q2 RTOT_Q2 R224_MU RTOT_MU INC_MAX TOT_MAX;
SUM _FREQ_A1A2B1B2

R224_Q2 RTOT_Q2 R224 MU RTOT MU INC_MAX TOT_MAX;
TITLE1 'JOB1 R1: BRPW PQ2-FY03 PERIODICALS PANEL";
TITLE2 'UPDATED SURVEY: FRAME SUMMARY REPORT";
TITLE4 'AVERAGES OVER LAST' &N_PQ 'PQ PERIODS';
TITLE5'S_STATUS, A1.A2,B1 AND B2 FROM PQ3/01 SURVEY';

drdek ok ke

*SEC 13.4*
NDATA NULL ; SET POP;
ILE FRAME;
PUT @1 BATCH 4. /* SURVEY BATCH NO. */
@6 FINNO .
@13 CAG $1. /* FROM AIC FILE ¥/
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@15 F_STATUS $9. /* FRAME STATUS - ALL SITES ™/
@25 S_STATUS $9. /* PQ3/01 SURVEY STATUS */
5 INC_MAX 9. /* DECISION: HIGH PQ REV */

_45 TOT_MAX 9. /* DECISION: HIGH PQ REV ¥/
@55 SOURCE $23. /* SOURCE(S) FOR INC/TOT MAX */
@79 R224_Q2 9. /*FY2003Q2 AIC-224 */
@89 RTOT _Qz 9. /" FY2003Q2 AlIC-135
@99 R224_ MU 9. /* 2-YR AVE PQ AIC-224 */
@109 RTOT_MU 9. /" 2-YR AVE PQ AIC-135 ¥/
@119 A1B1 9. /" PQ3/01 SURVEY INCOUNTY */
@129 ABTOT 9./ PQ3/01 SURVEY IN/OUT TOTAL */
P
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IXXXXKXP JOB (ALAO3), XXXXXXX BIN 26',CLASS=H MSGCLASS=H
"ROUTE PRINT U5704
JOB NAME: PDS.SAS2C(PNL2003B)
" CREATE DATE: 1-10-03
i PRIOR JOB: PDS.SAS2C(PNL2003A)
i NEXT JOB: (NONE)
" PURPOSE: NEW PANEL SELECTION - 2ND JOB
i
11501 EXEC SAS REGION=4096K, TIME=60
IMWORK DD SPACE=(CYL,(900,700),RLSE)
ASYSOUT DD DUMMY
i
HFRAME DD DSN=XXXXXX.BRPWD01 PANEL2C FY2003Q2 FRAME,DISP=SHR
HRPWNAME DD DSN=HSF ADGNYN.HQO70D(1 .FY01 DISP=SHR
"
APANEL DD DSN=XXXXXX.BRPWD01.PANELZC FY2003Q2 PANEL DISP=SHR
I*ANEL DD DSN=XXXXXX.BRPWD(Q1 PANEL2C FY2003Q2. PANEL,

i DISP=(NEW, CATLG) DCB=(RECFM=FB,LRECL=125BLKSIZE=5000},

i UNIT=5YSDA SPACE=(CYL.(200,250),RL.SE)

i

/ISYSIN DD
260000

GLOBALS )

260000
260000

EE T e T S s T2 SETT I NGS R g S R e e A e e T

%LET SEED=223451; * ALl SUBPOPS: RANDOM START (WITHIN H) SEED;
%LET NHMIN=6 ;| * STRATUM SAMPLE SIZE LOWER BOUND,

%LET INCR=50; *INCREMENT FOR CUM-F DISTRIBUTION FOR AUX VAR;
%LET SUB_IND="N"; * SPLIT SUBPCP ON §IN-CNTY: 'Y'=YES, 'N'=NO;

%LET L2=5; * SUBPOP1 - DESIRED NUMBER OF STRATA,;

%LET L3=1; * SUBPOP?2 - DESIRED NUMBER OF STRATA;

%LET PSIZE2=44 ; * SUBPOP1 - DESIRED TOTAL SAMP SIZE (ACROSS H=L2);
%LET PSIZE3=0; * SUBPOP2 - DESIRED TOTAL SAMP SiZE (ACROSS H=L3);

TR AR AKKFE AR LA IR LA r kAT ANk Ak A w kA d kb ke khdhkdnkhwkdrwkdhkdrkdrddbrd,
'

kR A AN AR

*SEC 20.0*

DATA MFRAME CERTNTY CONTROL; INFILE FRAME;
INPUT @1 BATCH 4. /* SURVEY BATCH NO. ¥/

@6 FINNO 6.

@13 CAG 31. /*FROM AIC FILE ¥/

@15 F STATUS $9. /* FRAME STATUS - ALL NON-0 SITES */
@25 S STATUS $9. /* PQ3/01 SURVEY STATUS */

235 INC_MAX 9. /* DECISION TREE Hi PQ REV */
@45 TOT_MAX 9. /* DECISION TREE HI PQ REV */
@55 SOURCE $23. /* SOURCE(S) FOR INC/TOT MAX */
@79 R224 Q2 9. /* FY2003Q2 AlIC-224 */
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@89 RTOT_Q2 9. /* FY2003Q2 AIC-135 "/
@99 R224 MU 9. /* 2-YR AVE PQ AIC-224 */
109 RTOT_MU 9. /7 2-YR AVE PQ AIC-135 "/
_119  A1IB1 9. /* PQ3/01 SURVEY INCOUNTY */
@129 AB_TOT 9. /" PQ3/01 SURVEY IN/OUT TOTAL */

P T I L

*FULTER ™

OUTPUT CONTROL:

IF F_STATUS = ‘<=$100' THEN DELETE:

ELSE IF F_STATUS = 'CBCIS’ THEN OUTPUT CERTNTY:
ELSE OUTPUT MFRAME:

*SEC 202"
DATA MFRAME: SET MFRAME;
IF &SUB_IND='N' THEN DO;
SUBPOP=2;
AUX_VAR=MAX(INC MAX,0);
END;
ELSE DO;
IF INC_MAX >=50 THEN DO;
SUBPOP=2;
AUX_VAR=INC MAX;
“ND;

LSE DO;
SUBPOP=3;
AUX_VAR=TOT MAX;
END;
END;

dedkdydrok dek b b bk ook

* CONTROL RPT *
PROC SUMMARY DATA=CONTROL; BY F_STATUS;

VAR INC_MAX TOT_MAX R224 Q2 RTOT Q2 R224 MU RTOT MU
A1B1 AB_TOT; OUTPUT OUT=CONTROL SUM=;

PROC PRINT DATA=CONTROL;

SUM INC_MAX TOT_MAX R224_Q2 RTOT Q2 R224 MU RTOT_MU
A1Bt1 AB TOT FREQ :

TITLE$ 'JOB-2 R0O: BRPW PQ2-FY03 PERIODICALS PANEL'":
TITLE3 'FRAME STATUS CONTROL REPORT;

TITLE4 (SMALL REVENUE OFFICES DROPPED SHOWNY}';

TITLES "** esessre,

PROC DELETE CATA=CONTROL:

vk e ok ek ok ook ok

* HIST-GRAM *
PROC SORT DATA=MFRAME; BY SUBPOP;

'ROC MEANS MISSING; VAR AUX_VAR; BY SUBPOP;

TTLE1 'JOB-2 R1: BRPW PQ2-FY03 PERIODICALS PANEL";
TITLE3 'SAMPLING FRAME: DESCRIPTIVE STATS & HISTOGRAM';
TITLE4 {PRIOR TO STRATIFICATIONY;
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TITLES 'SUBPOR2; AUX_VAR = $INCOUNTY ,
TITLEG 'SUBPOP3; AUX_VAR = $INCOUNTY + $OUTSIDE";
TLET reversesvesn
R0C CHART DATA=MFRAME; BY SUBPOP:;
HBAR AUX_VAR /
DISCRETE MISSING MIDPOINTS=0 TO 25000 BY 100;
*SEC 21.0* /* STRATIFY ON (1) SIN-COUNTY, (2) $TOTAL */
*CUMF *
DATA MFRAME; SET MFRAME;
MAXUP = AUX_VAR + &INCR/2;
INTERVAL =ROUND(MAXUP &INCRY);
PROC FREQ DATA=MFRAME: BY SUBPOP;
TABLES INTERVAL / QUT=KOUNTS NOPRINT;
DATA CUMF; SET KOUNTS; BY SUBPOP;

IF FIRST.SUBPOP THEN DO; EXP=&INCR; LASTCUMF=0; END;
CUMF=LASTCUMF + SQRT(COUNT + (INTERVAL-EXP)/&INCR);

EXP=INTERVAL+&INCR;
LASTCUMF=CUMF,

X=1;

RETAIN LASTCUMF EXP;
OROP LASTCUMF EXP;

e sk ek ek ok ke

* ASSIGN STRATA *

DATA TOTCUMF: SET CUMF; BY SUBPOP X;
IF LAST X;

TOTCUMF=CUMF;

KEEP SUBPOP TOTCUMF X;

DATA BOUNDS; MERGE CUMF TOTCUMF; BY SUBPOP X;
IF SUBPOP=2 THEN L=&L2;

IF SUBPOP=3 THEN L=&L3;

DO K=1TOL;

IF CUMF LE (K/LYTOTCUMF THEN GO TO G;
END;

G: STRATUM=L-K+1:;

KEEP CUMF SUBPOP STRATUM INTERVAL X;

R L L L 2

* RENUM STRATA "

DATA BOUNDS; SET BOUNDS;

IF SUBPOP=2 THEN STRATUM=2+(STRATUM/10);

IF SUBPOP=3 THEN STRATUM=3+(STRATUM/10);

PROC PRINT DATA=BOUNDS; BY SUBPOP;

TITLE1 'JOB-2 R2: BRPW PQ2-FY03 PERIODICALS PANEL";
ITLE3 'IN-COUNTY STRATUM BOUNDARIES',

TITLE4 '*iﬁ***t**rk*';

PROC SORT DATA=MFRAME; BY SUBPOP INTERVAL,;
PROC SORT DATA=BOUNDS; BY SUBPOP INTERVAL;
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DATA MFRAME: MERGE MFRAME({IN=A) BOUNDS(IN=B); BY SUBPOP INTERVAL;

IF ANE B THEN ABORT;

A EAFF AN AT RIS

\LLOCATE SIZE *

PROC SORT DATA=MFRAME; BY SUBPOP STRATUM;
PROC MEANS DATA=MFRAME MISSING NOPRINT: BY SUBPQOP STRATUM;
10 X;

VAR AUX_VAR;

OUTPUT OUT=STATS1 SUM= STD=SH N=NH MEAN=MEANH:;

DATA STATS2; SET STATST;

NHSH=NH"SH;

PROC SUMMARY DATA=STATS2: BY SUBPOP;

ID X MEANH;
VAR NH NHSH;

OUTPUT OUT=STATS3 SUM=N NHSHSUM;

DATA STATS; MERGE STATS2 STATS3; BY SUBPOP X;

IF SUBPOP=2 THEN PSIZE=&PSIZE2;

IF SUBPOP=3 THEN PSIZE=&PSIZE3;
ARGU = PSIZE"NHSH/NHSHSUM;

NHSAMPO = ROUND{ARGU ,1);

NHSAMP = MAX({&NHMIN NHSAMPO};

VAR=SH*SH;

NHSHSH=NH*VAR;

"ROP ARGU;

ROC PRINT; BY SUBPOP;
VAR STRATUM NH AUX_VAR MEANH SH VAR NHSAMPO NHSAMF;
SUM NH AUX_VAR VAR NHSAMPO NHSAMP;
TITLE1 'JOB-2 R3: BRPW PQ2-FY03 PERIODICALS PANEL "
TITLE3 'INCOUNTY: ALLOCATION OF SAMPLE SIZE N TO STRATA',
TITLE4 (POPULATION STANDARD DEVIATION AND VARIANCE SHOWNY',
TITLES "*texssenssrn.

dEhkknd bk hw

*SEC 21.0* /* SELECT SAMPLE (SYSTEMATIC IN H, CIRCLE METHQOD) ~/
DATA SELECT,; SET STATS;

ARGU1=NH/NHSAMP;

SKIP=ROUND{ARGU1,1);

SEED=INT(SKIP+STRATUM+&SEED);

ARGU2=05+NH*RANUNYSEEDY};

RSTART=ROUND{ARGUZ2,1};

DO =1 TO NHS5AMP;

_ IF I=1 THEN UNIT=RSTART;

ELSE UNIT=MOD(UNIT+SKIP,NH});

IF UNIT=0 THEN UNIT=NH;

OUTPUT;

END;

KEEP SUBPOP STRATUM UNIT RSTART SKIP NH NHSAMP SEED;

" SYSTEMATIC SORT * /* SYS SORT PRIOR TO DRAW TO REDUCE S-VAR ¥/
rrrmppmmmeee P (TOT_MAX USED FOR AUX VAR ='0' SITES) ¥/

PROC SORT DATA=MFRAME; BY SUBPOP STRATUM AUX VAR TOT_MAX,

11900
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DATA MFRAME; SET MFRAME; BY SUBPOP STRATUM;
IF FIRST.STRATUM THEN UNIT=0;

IT=UNIT+1;

TAIN UNIT;
PROC SORT DATA=MFRAME; BY SUBPOP STRATUM UNIT;
PROC SORT DATA=SELECT; BY SUBPOP STRATUM UNIT;

DATA MANPOP; MERGE MFRAME SELECT(IN=B); BY SUBPOP STRATUM UNIT;
BLOWUP=NH/NHSAMP;
IF B=1 THEN SAMP=1;

e s i o e ok ok o ke b i ek o

* COMBINE CERTNTY *

DATA CERTNTY: SET CERTNTY;
SUBPOP=1;

STRATUM=1.0;
AUX_VAR=INC_MAX;
BLOWUP=1;

SAMP=1;

ARk Rk ok

* COLLAPSE * /* TO SINGLE OBSERVATION */
PROC SUMMARY MISSING; ID SUBPOP STRATUM BLOWUP SAMP;
VAR AUX_VAR INC_MAX TOT _MAX R224_Q2 RTOT Q2 R224_MU
RTOT_MU A1B1: QUTPUT QUT=CERTNTY SUM=:

“"ATA CERTNTY: SET CERTNTY:

4= FREQ : NHSAMP=_FREQ :

s e T L L S e g

* CREATE POP, SAMP VARS *

DATA POP; SET MANPOP CERTNTY:;
RAUXPOP=AUX_VAR;
R224POP=R224_Q2;
RTOTPOP=RTOT_Q2;

IF SAMP=1 THEN DO:
RAUXSAMP=AUX_VAR;
R2245AMP=R224 Q2;
RTOTSAMP=RTOT Q2;

END:

AHEA AR R INRRIF

* ADD NAMES *
DATA RPWNAME; INFILE RPWNAME;
INPUT @1 AREA $2.

@3 FINNO 6.

@15 CAG $1.%

@16 PONAME $28.

@44 ST $2.

D46 ZIP $5. ;

Fek kAR ok h ko wok

ADD AREA NAME *

ki WA h Ak ok kk,

LENGTH AREANAME $14;



IF AREA="4A' THEN AREANAME='"NEW YORK METRO",
FLSE IF AREA="4B' THEN AREANAME='"NORTHEAST '
53E IF AREA="4C' THEN AREANAME="EASTERN

.SE IF AREA="4E' THEN AREANAME="WESTERN
ELSE IF AREA="4F' THEN AREANAME="PACIFIC
ELSE IF AREA="4G' THEN AREANAME="SOUTHWEST
ELSE IF AREA="4H' THEN AREANAME="SOUTHEAST
ELSE IF AREA="4J' THEN AREANAME="GREATLAKES
ELSE IF AREA="4K' THEN AREANAME='CAPITAL METRO *,

PROC SORT DATA=POP; BY FINNO;

PROC SORT DATA=RPWNAME; BY FINNO;
DATA POP; MERGE POP(IN=A} RPWNAME; BY FINNO:
IF A=1;

L e e

* OUTPUT TO FILE *
DATA _NULL_; SET POP;
IF SAMP=1 AND STRATUM>=2.0:
PNAME="PRDCL';
CONTAC=POSTMASTER
PHONE='999-996-9999';
FILE PANEL;

PUT @1 FINNO Z6.
@8 PNAME $5.

Y4 STRATUM Z3.1
18 PONAME $21.
@40 ST $2.

@43 2P 5.

@49 CONTAC $25.
@75 PHONE $12.
@88 BLOWUP 783
@97 AREA $2.
@100 AREANAME $14.;

KRRk T HE RN NEK

*SEC 24.0° /* ESTIMATED, ACTUAL S-ERROR ™/
PROC SORT DATA=PCP; BY STRATUM,;
PROC SUMMARY DATA=POP :BY STRATUM;
ID NH NHSAMP BLOWUP;

VAR RAUXSAMP R224SAMP RTOTSAMP RAUXPOP R224PCP RTOTPOP,

OUTPUT OUT=HSUMS SUM=

VAR=RAUX_S2 R224_S2 RTOT S2 RAUX V R224 V RTOT V;

DATA HSUMS; SET HSUMS;

ARRAY RSAMPH{3} RAUXSAMP R224SAMP RTOTSAMP;

ARRAY RTOTHATH{3} RAUXHAT R224HAT RTOTHAT;

ARRAY S2H{3} RAUX_S2 R224_$2 RTOT_S2;

ARRAY SVHATH(3} SVAUXHAT SV224HAT SVTOTHAT;

ARRAY CVHATH{3} CVAUAHAT CV224HAT CVTOTHAT;
0 1=1T0 3;

RTOTHATH{I}=BLLOWUP*RSAMPH{I};

IF STRATUM>=2 0 THEN DO;

SVHATH{I}=NH*NH*S2H{I}/NHSAMP:

NN R R NN RPN RNNRNNNRNRNBNDR

2271



IF RTOTHATH{I}>»0 THEN
CVHATH{}=(1/RTOTHATH{I})* SVHATH{I}**0.5;
D,
D
ARRAY RH{3} RAUXPOP R224PCOP RTOTPOP;

ARRAY SVH{3} SVAUXPOP SV224POP SVTOTPOP;

ARRAY VARH{3} RAUX_V R224 V RTOT V;
ARRAY CVH{3} RAUX_CV R224_CV RTOT_CV,;
IF STRATUM>=2.0 THEN DO;

DO =1 T0O 3:
SVH{I}=NH*NH*VARH{I}/NHSAMP;

IF RH{I}>0 THEN CVH{l}=(1/RH{I})* SVH{I}**0.5;
END;

END;
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TABLE. FISCAL YEAR 2005 BRPW AUTOMATED OFFICES REVENUE, PIECES, AND WEIGHT 22773
ESTIMATES AND ASSOCIATED CONFISENCE LIMITS
{Data in Thousands}

REVENUE PIECES
95% Confidence Limit 95% Confidence Limit
Service Category Estimate cv.’ Lower 2/ Upper 3/ Estimate cV. Lower Upper
First-Class Mai:

Single-Piece Letters, Flats, & Farcels 132,812 0.0C 732812 732812 1,174 480 000 1,174,480 1,174 480
Nonautom. Presort Letters. Flats, & Parcels 747631 0.00 747 631 747 631 1.832.790 000 1.832 790 1832790
Automation Presort Letters and Flats 13.947 066 0.00 13,947 066 13.947.066 46.386 657 0.00 46.386.657 46.386.657
Automnation Carrier Route Prasort Letters 189,947 0.00 189.947 180,947 668,631 0.00 §68.631 668.631

Total Presort Letters, Flats, & Parcels 14,884 644 0.00 14,854,644 14 884 644 48,888 077 0.0¢ 48,888,077 48 888.077

Single-Piece Cards 52,355 0.00 52,355 52,355 227.938 000G 227938 227.938
Nonautomation Presort Cards 48,233 0.00 48,233 48.213 227.880 000 227880 227.880
Automation Presort Cards 463,356 0.00 463,356 463,356 2,548,522 0.00 2.548.522 2548522
Autcrnation Carrier Route Presont Cards 11,914 0.00 11914 11.914 70,157 0.00 70157 70,157

Total Presort Cards 523,502 0.00 523.502 523.502 2.846.559 0.00 2 B4B 559 2 846 559

Domestic Mail Fees

Total First-Class Mail 16,193,547 000 16193547 16193547 53.137 486 0.00 53,137 486 53.137 486
Prionty Mail 635,069 0.00 635.069 635.069 114,641 0.00 114,641 114 641

Domestic Mail Fees

Total Priority Mait 635.069 000 635 069 635069 114,641 000 114 641 114 641
Express Mail
Mailgrams
Periodicals:

In-County 45 177 0.00 45177 45177 4627.429 000 462,429 162 19

Regular 1,688,726 0.00 1.688 126 1.688.726 5.311.125 000 6311125 6311105

Special Nonprofit 317.277 0.00 317277 37277 1783.225 oo 1783.225 1R A

Classroom 15.821 0.00 15,821 15 821 62.719 aRel] 62.719 52 719

Domestic Mait Fees

“eripdical Mail 2.067.002 0.00 2.067.002 2067002 £.619.498 000 A.61% 408 4610448

Sta. + Maik:
Regular - Nonautomation Presar 1.121.573 0.00 1.121.573 1.121.573 3.001.290 000 §.001.290 3001 280
- Automation Presort 10,422,328 0.00 10.422.328 10.472.328 50.544.299 000 50544 299 50.544 749

Enhancead Carrier Route 5,230,982 0.00 5,230,982 5.230.982 31.194.411 000 31194411 31,194 411
Total Regutar and ECR 16,774 581 .00 16,774 881 16,774.681 84,739,997 0.00 84 739,997 B4 739997

Nonprofit - Nonautomation Presort 268,777 0.00 268,777 268.777 1,642.786 0.00 1.642.786 1.642.786

- Autornation: Presor 1.263,323 0.00 1,263,323 1263.323 10,093,599 0.00 10,093 599 10.093.599

Nonprofit Enhanced Carrier Route 270,216 0.00 270.216 270,216 2876141 0.00 2.876.141 2876141
Totai Nonprofit and Nonprofit ECR 1,802,316 0.0G 1.802.318 1.802.316 14612526 000 14.612.526 14612526

Domestic Mail Fees
Total Standard Mail 18 577,205 0.00 18,577.205 18.577.205 99,353,555 (.00 99,353.555 99 353.555

Package Services:

Parcel Post 572,792 0.00 572,792 572.792 282,607 0.00 282607 282667

Bound Printed Matter 545,181 0.00 545,181 545,181 559,875 0.00 559.875 559 875

Media Mail 98,770 0.00 98,770 98,770 56,174 0.00 56,174 56174

Library Mail 3,738 0.00 3,738 3,738 1722 0.00 1.722 1722

Domestic Mail Fees
Total Package Services 1,220,480 0.00 1.220.480 1,220,480 300,378 0.00 500.378 900,378



Service Category

U.5. Postal Service Mail
Free Mail for the Blind and Hardicapped
Total Domestic Mail
Total International Mail
Total All Mau

Domestic Special and Other Services:
Registered
Insurance
Caollect on Delivery
Certified
Delivery Receipt Services
Money Crders
Total Domestic Special Services
Qutstanding MO Taken intc Revenue
Slamped Envelopes and Cards
Box Rents
Total Domestic Services

International Special Services:
Total Internaticnal Services

Total Services
“Aail and Services
o, VENE

Tolal Revenue

USPS Special Service Transactions
Regrstered
Certified
Delivery Receipt
Mait Fee
Special Handling
Totai USPS Special Service Transactions

TABLE. FISCAL YEAR 2005 BRPW AUTOMATED OFFICES REVENUE, PIECES, AND WEIGHT 2274
ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS

38.693.936

35,693,936

2,670

2.670

2.670

2670

38,696,618

38,696.618

{Data in Thousands)

REVENUE

95% Confidence Limst

CV Lower 2/ Upper 3/ Estimate
N/IC 162.126.909
N/C 162,126 909
(.00 2,670 28670

NIC

NIC

NIC

NIC

N/C

PIECES
95% Confidence Limit
CcV Lower * Upper '
N/C
N/C



TABLE. FISCAL YEAR 2005 BRPW AUTOMATED OFFICES REVENUE, PIECES, AND WEIGHT 2275
ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS
{Data in Thousands)

REPORT FOOTNOTES

Yo eni of Vanation = (100 x (Est. Std Error / Est. Revenue)
z nit = Est. - (1.96 x Est. Std Error)
L «mit = Est. + {1.96 x Est. Std Error)



WEIGHT

Estimate CV Lower * Upper *

125.361 0.00 125361 125.361
102,186 000 102,186 102186
2.102.128 000 2102128 2.102.128
30,086 05.00 30.086 30.086
2,234,399 000 2234 399 2 234 399
2,145 000 2 145 2,145
2476 0.00 2.476 2.476
29.452 0.00 29.452 29 457
723 00D 723 723

32 652 000 12 652 12.652
2.394 593 000 2.394 593 2.394 593
254,147 00c JH4147 254 147
254147 000 254 147 254,147
152,810 000 152810 152 810
3.136.128 000 3.186.128 3186128
509.437 .00 509 437 509.437
33.654 0.60 33 654 33654
3.882.030 .00 3 8B2.030 3.882.030
598.018 0.00 598.018 585.018
4.559.650 000 4.559.650 A 559,650
5235124 0.00 5.235.124 5.235.124
10,392,791 0.00 10382791 10.392.7914
108,356 000 106.356 106,356
733.524 0.00 731.524 731,524
235343 Q.00 235.343 235343
1,073.223 0.00 1.073.223 1.073.223
11,466.812 000 11465812  11.465812
1,385,699 0.00 1.385.699 1,385.699
1,310,735 .00 1,310,735 1,310,735
127,482 0.00 127.482 127.482
5.378 0.00 5378 5378

2,829.294 0.00 2.829.294 2,829.294



2277

WEIGHT

Estimate CV. Lower ~ Upper

- NIC

- N/C



TABLE. FISCAL YEAR 2005 BRPW NON-AUTOMATED OFFICES REVENUE, PIECES, AND WEIGHT 2278
ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS
{Data in Thousands)

REVENUE PIECES

95% Confidence Limit 95% Confidence Limit
Lower 2/ Upper 3/ Estmate cv Lower * Upper *

Service Category Estimate Cv.

Firsi-Class Mail:

Single-Piece Letters, Flats, & Parcels 18,521 0.48 18,345 18.697 28.543 G.50 28.259 28.826
Nonautom. Presort Letters, Flats, & Parcels 33,315 0.42 33.038 33.593 91.290 0.43 30.510 2071t
Automation Presort Letters and Flats 26.596 0.25 26,468 26.725 84.763 0.25 84.345 B5 181
Automation Carner Route Presort Letlers 1.475 0.57 1.458 1,491 5.291 0.58 5.230 5 351

Total Presort Letters, Flats, & Parcels 61,386 0.29 61.036 61.736 181,344 G.29 180,310 182 378

Singte-Fiece Cards 18,041 0.19 17.975 18.506 78,437 0.1 78.150 78.723
Nonauomation Presort Cards 28.763 o1 28.700 28827 135.690 0n 135,392 135 0/%
Aulomation Presort Cards 21.767 0.64 21,492 22.042 120127 0.64 118619 121636
Automaticn Carrier Route Presorl Cards 905 1.17 884 926 5,325 117 5202 5448

Total Presort Cards 51.435 0.28 51.154 51,717 261.142 030 259 593 S62 6

Domestic Mail Fees

Total First-Class Mail 149,149 .20 148.560 149,738 549034 0.22 546 b2 51 A7
Prionty Mail 6.269 0.00 §.269 6.269 1.1499 004 1198 1

Domestic Mail Fees - -

Total Prionty Mail 6.269 Q.00 6.269 6.269 1199 004 1198 120
Experess Mail
Mailgrarmms
Penodicals:

In-County 27.0%4 006 26982 27.045 300 244 o007 U9 HaY Wy T

Regular 46 960 0.03 46.628 46.891 148 403 003 148 367 TAA S

Special Monprofit 262 04 260 264 1858 045 1 R4 e

Classroom

Domestic Mail Fees

Periodical Mail 74,136 C 00 74436 74136 450 .505 4 HEVR BT LR

St . Mail:
Regutar - Nonautomation Presort 50,101 .18 49,920 50,282 182.068 019 81375 RPRRLE
- Automation Presort 52,158 0.30 51,847 52.469 237973 o 236497 REL IR

Enhanced Carrier Roule 111,886 017 111,521 112.251 772013 016 69 520 774 500
Total Regutar and ECR 214147 012 213639 214 654 1.192.061 013 1189079 1,165 1a4g

Nonprofit - Nonautomation Preson 26,470 013 26.404 26.635 164.417 013 163999 164 B15

- Automation Presort 12,471 021 12,420 12.522 89173 020 a8.823 RY 527

Nonprofit Enhanced Carner Route 14,159 0.16 14114 14.205 180.852 018 180.226 181 479
Total Nonprofit and Nonproft ECR 53.100 0.08 53,012 53987 434 442 0.08 433.73% 335 118

Domestic Mail Fees
Totai Standard Masd 267,238 0.10 266,724 267752 1.625.466 010 1.622.353 1.628 573

Package Services:
Parcel Post
Bournd Printed Matter
Media Mail
Library Mail
Domestic Mail Fees
Total Package Services



TABLE. FISCAL YEAR 2005 BRPW NON-AUTOMATED OFFICES REVENUE, PIECES, AND WEIGHT 5279
ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS
{Data in Thousands)

REVENUE PIECES
95% Confidence Limid 95% Confidence Limit
Service Category Estimate cv. " Lower 2/ Upper ¥ Estmate cv Lower - Upper *

LL.S. Postal Service Mail
Free Mai for the Blind ang Handicapped
Total Domestic Masl 496.159 0.08 485,347 496.971 2624853 008 2.620.763 2.628.944
Total International Mail
Total All Mail 496,159 .08 495.347 496 971 2.624.853 0.08 2.620.763 2,628,944

Domestc Special and Other Services:
Registered
Insurance i 0.37 kR | "
Collect on Delivery
Certified
Delivery Receipt Services
Money Orders
Totat Domestic Special Services 11 N/C
Quistanding MO Taken into Revenue
Stamped Envelopes and Cards
Box Rents
Total Domestic Services " N/C

Irternational Special Services
Tolal International Services

Total Services 11 N/C
Mait and Services 496,159 N/C

98 venue
Total Revenue 496,159 NG

USPS Special Service Transactions
Registered
Certified
Delivery Receipt
Mail Fee
Special Handling
Total USPS Special Service Transactions



TABLE. FISCAL YEAR 2005 BRPW NON-AUTOMATED OFFICES REVENUE, PIECES, AND WEIGHT D280
ESTIMATES AND ASSOCIATED CONFICENCE LIMITS
{Data in Thousands)

REPORT FOOTNOTES

" Cr 7 -ent of Vanation = (100 x (Est. Std Error / Est. Revenue)
o nit = Est. - (1.96 x Est. $Std Errer)
Y mit = Est. + (196 x Est Std Error)



2281

WEIGHT

95% Confidence Limut

k1

Estimate [eRY) Lower * Upper
2.889 C.46 2,863 2916
4734 0.45 4.692 4776
4,108 .25 4,087 4128

199 048 197 20
9.041 0.30 8.989 9.094
706 0.36 70 71
755 0.18 752 758

961 0.69 948 g74

43 1.11 a7 44
1.760 0.38 1.746 1773
14,360 0.23 14,296 14.425
2.047 0.03 2.046 2.048
2.047 003 2046 2048
100.019 007 99 890 100 148
43.447 0.08 43,382 43511
120 045 119 121
143.585 005 143 457 143.714
12.397 .16 12,359 12.436
16,302 0.28 16.213 16,392
136.833 022 136.245 137.420
165.534 0.18 164,950 166,117
10,066 0.16 10.033 12.098
6.508 0.25 6.475 6,540
8.397 0.24 §.358 8,436

248970 0.12 24913 25028

190.705 0.16 190.105 19,305



21.176.574

21176574

WEIGHT

CV. Lower * Upper ’

NG

N/C



Service Category

First-Class Mat#l.

Singie-Piece Letters, Flats, & Parcets
Nonautem. Presort Letters. Fials, & Parcels
Automation Presorl Letlers and Flats
Aulomation Camer Route Presort Letters

Totat Preson Letters, Flats, & Parcets

Single-Piece Cards
Nonaulomation Preson Cards
Automaticn Prescrt Cards
Automation Carmer Route Presort Cards

Total Presort Cards

Domestic Mal Fees

Total First-Class Mad

Prionty Mal
Domestic Mail Fees
Total Pnonty Mail

Express Mai
Mailgrams

Periodicals.
In-County
Regular
Special Nonprofit
Classroom
Domestic Mail Fees
Seriodical Mail

St . Mail:
Reguiar - Nonautornation Presarl
- Automation Presord
Enhanced Carrier Route
Total Regular and ECR
MNonprofit - Nonautomation Presort
- Automaton Presont
Nonprofit Enhanced Carner Route
Total Nonprofit and Nonprofit ECR
Domestic Mail Fees
Total Standard Madl

Package Sennces:
Parcel Post
Bound Printed Matter
Media Mai!
Library Maii
Domestic Mail Fees
Total Package Services

751,333
780,946
13973662
191,422
14,946,030
70,395
76,996
485122
12,819
574937

16.342.696
641,339

641,339

72191
1,735,586
317.539
15821

2141137

71,674
10,474 .486
5,342 858
16,989.028
205,246
1,275,794
284,375
1.855.416

18.844.443
572.792
545,181

98.770
3,738

1.220.480

TABLE. FISCAL YEAR 2005 BRPW REVENUE, PIECES, AND WEIGHT

REVENUE

003
000

JAReH]

193
010
032
0.31

0.74
014
0.31
0.01
097
0.35
1.56
0.01

gm
0.00
0.00
0.00
0.00

0.00

{Data in Thousands}

95% Confidence Limil

Lower 2/

734,756
754639
13.926.864
189.951
14,913,642
59.578
61085
460.083
10.753
H46.39%

16.333 037

541.339

£41.339

60.446
1.732.167
31H 537
15,724

2141137

1,154 593
10,445 597
5.310.239
15.985.681
289.805
1.266.997
275.636
1.855.050

18.840.731
572,792
5451581

98,770
3,738

1,220,480

Upper ¥

767.91
B07 254
14 020.460
192 892
14978.418
B1.217
92.908
51N 161
14 B84
603479

16 357 354

641,339

641.339

74936
1.739.005
319,541
15918

2141137

1.188.75%
10.503,375
5,375,496
16.992.375
300.838
1.284 580
293115
1.855.781

18.848.156
572,792
545,181

98.770
3738

1.220.480

1.203.023
1.924.080
46,471,420
673921
49.069.422
306.374
363.570
2.668.649
75,482
3.107.71

53.686.520
115839

115839

762673
6.459.528
1.785083

62719

9.070.003

3.183.357
50.782.272
31.966 424
85932 053

1.807.203
10182772

3.056.994
15.046.968

100.979.021
Z2B2.607
559.875

56.174
1,722

500.378

ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS

PIECES

AR
196
017
0.40
0.1
7.79
10.48
261
817
249

0.08
G 05

0aos

229
Q07
o3
030

T3
213
Q37
005
102
.34
209
0.21

.06
0 .00
0.00
0.00
0.00

0.00

95% Confidence Limu
Lower - :

1.176.716
1.842.768
46.315.787
668.611
48.963.088
259.357
288,509
2.531.436
63.333
2.955.259

53.601.910

115725

115725

728 267
6150 b20
1774 141

SFIR1)

G344 267

3118764
50.652.218
31733427
85847 410

T.770.889
10,114 568

2931128
14.984.719

100.859.664
282607
559.875

56.135

1,722

000,338

3

1.229.329
1998373
46.627.053
679.232
49175755
353.391
438631
2,805 863
BT.631
3.260 143

53771130
150573

115953

T OED
Bl R
LNACLIN o |

SRR

0L

247 481
S0 912 2N
12.199.448
#6.016.096

1.843.517
10.250.976

3.182.859
15109217

101.098. 374
282 607
559,875

56,135
1722

900,338



TABLE. FISCAL YEAR 2005 BRPW REVENUE, PIECES, AND WEIGHT 2284
ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS
{Data in Thousands)

REVENUE PIECES
95% Confidence Limit 95% Confhdence Limit
Senvice Category Estirnate cv " Lower 2/ Upper 3/ Estimate cv Lower Upper *

U.S. Postal Senvice Mad
Free Mail for the Blind and Handicapbed
Tolal Dornestic Mail 39,190,095 N/C 164,751.763 NiC
Total Internaticnal Mail
Total AN Mat 39,190,095 NIC 164.751.763 NiC

Domestic Special and Other Services:
Registered
Insurance 2681 014 2674 2.68% 751 016 748 ey
Collect on Deltvery
Certified
Delivery Recept Senaces
Money Orders
Total Domeslic Special Services 2.681 N/C 751 N/C
Outstanding MO Taken into Revenue
Stamped £nvelopes and Cards
Box Rents
Total Domestic Services 2.681 NIC

International Special Services
Total International Services

Total Services 2.681 NG
“ait and Services 39,192.777 N/C

On vere
Total Revenue 39192777 N/C

USPS Special Service Transactions
Registered
Certified
Delivery Recept
Mail Fee
Special Handling
Total USPS Speciat Service Transactons



-ent of Vanation = (100 x (Est Std Error / Est Revenue)
nit = Est. - (1.96 x Est. Std Error)
.mit = Est. + (1.96 x Est. Std Error)

TABLE. FISCAL YEAR 2005 BRPW REVENUE, PIECES, AND WEIGHT
ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS
{Data in Thousands)

REPORT FOOTNOTES

2285



128,251
106,920
2,106,235
30.285
2243441
2,881
323
30,414
766
34,411

2,408,953
256193

256.193

252.829
3,229,575
509.557
33654

4.025.6%6

610.416
4.575.952
5.371,957

10,568,324

116,422

738031

243.740
1,088,193

11.656 517
1,385,699
1.310.735

127,482
6,378

2,829,294

WEIGHT

1693
£.09
1.90
614
178

c0o3

0.03

2.68
0.15
Q032
031

033
0.14
058
0.24
132
039
0.93
0.22

0.00
0.00
Q.00
0.00

0.00

Lower

125.648
102.855
2.097 937
30.088
2.237.695
1.900
2716
29275
674
33205

2.403.733
256.042

256042

239.481
3.220.032
506.345
33.449

4.008 169

606 447
4.563.331
5.310.577

10.508.405

113.395

732.361

239.274
1,093,434

11,605,998
1,385 699
1.310.735

127.482

5378

2,829,294

3

130,853
110985
2114534
30.482
2.249.186
3.801
3746
31.552
859
35618

2.414173

256.345

256,345

266,178
3.239.118
512,769
33.860

4.043.063

514,384
4.588.572
5.433.337

10,608 244

118,449

743,702

248,205
1,102,953

11,707 037
1.385.699
1.310.735

127.482
5378

2,829,294

2286



2287

WEIGHT

Estimate cVv. tower & Upper

21,176.574 N/C

21,176,574 N/IC



TABLE. FISCAL YEAR 2005 DRPW REVENUE, PIECES, AND WEIGHT 27288
ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS
{Data in Thousands)

REVENUE PIECES
95% Conlidence Limn 95% Confidence Limit
Service Categury cv' Lower 2/ Upper ¥ Estimale Cv Lower Upper

First-Class Mail:
Single-Piece Letters, Flats, & Parcels 18.910.777 0.16 18.851.170 18.970:.184 42,172.966 .28 41932031 42413900
Nenautom. Presecn Letters, Flals, & Parcels - - - -
Automation Presort Letiers and Flais
Automation Carrier Route Preson Letters -
Total Presort Lellers, Flats, & Parcels - - . .
Single-Piece Cards 528,442 0.70 521,155 535 730 2.215.340 072 2.183.917 2246 762
Nonautomation Preseri Cards - . . .
Automation Presort Cards -
Automation Carner Roule Presort Cards
Total Presort Cards - -
Domestic Maif Fees 191 417 1.87 184,366 98 469

Total Frrst-Class Mail 19,630,637 0.16 19.568.761 19692 512 44 388.305 028 44143460 EERIRR RN
Priornty Mau 3,990 364 052 3949487 1011 242 771610 082 759 145 THA LT
Demestic Mail Fees 1.583 504 1.426 1740 - -
Tciai Pricrity Matl 3.991.947 053 3.950.267 4013627 T 610 093 757473 RO T i
Express Mail -
Mailgrams
Periodicals
In-County
Regular
Special Nonprofit
Classroom - -
Domestic Mail Fees 5635 0.00 5635 5635
“eriodical Mail 5,635 Q.00 5635 5635
Sta. Mail:

Regular - Noenautcemation Presort
- Automation Presart

Enhanced Carsier Route

Total Regular and ECR
Nonprcfit - Nonautomation Presort

- Automation Presor

Monprofit Enhanced Carrier Route

Total Nonprofit and Nonprofit ECR - -
Domestic Mail Fees 35,522 315 33 37.726

Total Standard Mail 35522 315 33.318 37.726

Package Services:

Parcel Post 642 591 1.14 628.159 657.022 103.907 099 101 880 105,933
Bound Printed Matier 50.615 2.00 48,620 52,609 24018 2.06 23.044 24,983
Media Mail 244267 .86 240,129 248,406 123,427 0.84 121.819 125919
Library Mail 23,310 1.97 22,406 24215 12,663 1.95 12.176 13,149
Domestic Mail Fees 1,129 4.70 1.025 1234

Total Package Services 951.912 0.86 945615 978,209 264015 0.72 260,706 268 209



TABLE. FISCAL YEAR 2005 DRPW REVENUE, PIECES, AND WEIGHT 2289
ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS
{Data in Thousands)

REVENUE PIECES
95% Confidence Limut 35% Confiderce Limn
Service Category Estimate oV Lower 2/ Upper 3 Estmate Ccv Lower * Upper
== —==—=—=—=—-T-FSSSXIZSSZETno-o—oas == F===IZ= TS s Too=kDTET=T Zo=Z===z=z=zZ Tz==z==F=%== ZSEX-IZSST=2= ZZ==Do==oc== e
U.5. Postal Service Mail - - 6201025 2.04 595.107 644 942
Free Mall for the Bind and Handicapped - - 76.122 345 70.948 81.295
Total Domestic Mail 24 625,653 N/C 46,120.077 NIC
Total International Mail 70,020 N/C 4.194 N/C
Total All Mail 24 695673 NIC 46.124.272 N/C
Domestic Special ang Other Services:
Registered - - . -
Insurarnce 111,329 442 101 635 121022 44.882 4.96 40,496 19.267
Collect on Delvery 168 49.67 ) 333 56 49.66 ! T
Certified 600.632 1.43 583.712 617 553 261.144 131 254 405 J67 HEBA
Delivery Receipt Services 489.769 149 415 da) S04 145 250 405 128 244 (97 256 721
Money Orders : - - -
Total Domestic Special Services $.201.898 N/C 556.489 NIC
Qutslanding MO Taken into Revenue - -
Stamped Envelopes and Cargs
Box Rents - -
Tolal Domesuc Services 1.201.898 NIC
International Special Services:
Total Internahonal Services 7.607 NIC 2.621 N:iC
Total Services 1,209.505 N/C
Yaill and Services 25905178 N/IC
Ot Lwenue
Total Revenue 25,905.178 NIC
USPS Special Service Transactions
Regsiered - -
Certified 1224 9.80 RL) 1461
Delivery Receipt 7.835 305 7176 A 094
Mail Fee 13475 5.07 12129 14821
Special Handhng 132 80.15 4] 139

Total USPS Special Service Transactions 22,466 3.35 20,983 23.949






TABLE. FISCAL YEAR 2005 DRPW REVENUE, PIECES, AND WEIGHT 2260
ESTIMATES AND ASSOCIATED CONFIDENCE LIMITS
{Data in Thousands}

REPORT FOOTNOTES

Y Cr " eent of Variation = {100 x (Est. Std Error / Esl. Revenue)
r- nit = Est. - {1.96 x Est. 5td Error}
YL mit = Est. + {1.96 x Est. Sid Error)



1,860,956
1.434 383

1.434,383

453.681
51,077
227.942
21,777

754,477

WEIGHT

204
058

0631

1.36
2.24
103
229

Lower *

1.837.789

11650

1 847 381
1417 994

1416.581

441 526
48 824
22337
20,735

740,209

2.056.430

16.042

2074530

1.450.772

1.452.185

465,835
53331
232.567
22,760

768.746

2291



2292

WEIGHT

Estimate cv Lower ~ Upper °
104,881 1.95 100.852 1N8.910
33,798 270 32 000 35,596
4,788,495 N/C
17.583 NiC

4.306.077 NIC



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-13. On page 1 of USPS-LR-L-17, the Postal Service states that
the BRPW System utilizes “a probability-based sample” of non-automated office
segments. With respect to this statement please provide any analyses or
calculations that demonstrate that the USPS’ “probability-based sample” was
randomly selected.

RESPONSE:

See my response to NNA/USPS-T3-12 and also the worksheets PAN2003A and
PAN2003B in the attached EXCEL workbook.

Docket No. R2006-1

2293



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-14. On page 1 of USPS-LR-L-17, the Postal Service states that
the BRPW System utilizes “a probability-based sample” of non-automated office
segments. With respect to this statement please provide any analyses or
calculations that demonstrate that the USPS’ “probability-based sample” was not
biased.

RESPONSE:

See my response to NNA/USPS-T3-12 and the worksheets PAN2003A and
PAN2003B in the attached EXCEL workbook. Random sampling procedures

ensure that the sample selection is not biased.

Docket No. R2006-1



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-15. On page 2 of USPS-LR-L-17, the Postal Service provided
Table 1. With respect to Table 1, please define each stratum shown for
Periodicals (i.e.[,] 2.1, 2.2, 2.3, 2.4 and 2.5) and explain fully how the USPS
selected the dividing lines between each stratum that is shown for Periodicals in
Table 1.

RESPONSE:

See my response to NNA/USPS-T3-7.c that defines the revenue variable used
for stratification, and how the dividing lines were established. See also the
worksheets PAN2003A and PAN2003B in the EXCEL workbook attached to the
response to NNA/USPS-T3-12. The strata boundaries are $101 - $600 for
stratum 2.5, $601 - $1,600 for stratum 2.4, $1,601 - $3,500 for stratum 2.3,
$3,501 - $8,150 for stratum 2.2, and $8,151+ for stratum 2.1.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-16. On page 2 of USPS-LR-L-17, the Postal Service provided
Table 1. With respect to Table 1, please exptain fully whether the strata shown
for Periodicals (i.e. 2.1, 2.2, 2.3, 2.4 and 2.5) are defined on the basis of revenue
(or other measure of volume) for all Periodicals, for all Outside County
Periodicals, for all Within County Periodicals or for each Periodical subclass
separately. If the strata are defined separately for each Periodical subclass,
please confirm that the USPS used the same sample of nonautomated office
segments for each different subclass of Periodicals that it analyzed.

Explain any answer other than a confirmation.

RESPONSE:

Not confirmed. The strata are defined as given in table 1. See also my response
to NNA/USPS-T3-7.c. The data for all Periodicals subclasses are collected from

the panel.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-17. On page 2 of USPS-LR-L-17, the Postal Service provided
Table 1. With respect to Table 1, please provide the minimum and maximum
Within County revenue levels that were used to group office segments in each
stratum (i.e. 2.1, 2.2, 2.3, 2.4 and 2.5).

RESPONSE:

See my response to NNA/USPS-T3-15 for the upper and lower boundaries.

Docket No. R2006-1



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-18. On page 2 of USPS-LR-L-17, the Postal Service states, “The
probability-based sample of the non-automated office segment was last updated
at the beginning of FY2004.” With respect to this statement, please explain fully
for the Periodicals sample what exactly was “last updated at the beginning of FY
2004” and what was not.

RESPONSE:

Prior to the FY2004 panel update, a survey was conducted of post offices where
In-County and Qutside-County revenue was obtained for a given quarter.
Utilizing this survey information, along with AIC revenue account information by
finance number, and the financial data base of finance numbers reporting
through the Postal Service's Trial Balance, a sampling frame was developed that
was used to draw the updated panel. From the sampling frame, strata were
developed as shown in table 1 of USPS-LR-L-17/R2006-1. Within each stratum,
a random sample of panel offices was drawn. See also my response to
NNA/USPS-T3-7.c.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-19. On page 2 of USPS-LR-L-17, the Postal Service states,
“Table 1 provided the updated population and sample sizes used in FY 2005."
With respect to this statement, please provide, for the Periodicals sampies,
populations and sample sizes based on data for FY 2004 and for FY 2005.
Explain fully which of these data were used in the anaiyses in this case.

RESPONSE:
The population and sample size were the same for FY2004 and FY2005

estimation.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-20. Refer to Table 1 in USPS-T-3. Provide, in the same format
and for each of the same categories of mail shown in Tabie 1 that part of the
revenue, piece and weight estimates derived solely from the ODIS-RPW system.

RESPONSE:

See the worksheet 'drpw’ in the EXCEL workbook attached to the response to
NNA/USPS-T3-12.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-21. Refer to Table 1 in USPS-T-3. Provide, in the same format
and for each of the same categories of mail shown in Table 1 that part of the
revenue, piece and weight estimates derived solely from the BRPW system.

RESPONSE:

See the worksheet 'brpw’ in the EXCEL workbook attached to the response to
NNA/USPS-T3-12.

Docket No. R2006-1



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-22. Refer to Table 1 in USPS-T-3. Provide, in the same format
and for each of the same categories of mail shown in Table 1 that part of the
revenue, piece and weight estimates derived solely from the automated office
segment of the BRPW system as described on page 1 of USPS-LR-17/R2006-1.

RESPONSE:

See the worksheet "auto’ in the EXCEL workbook attached to the response to
NNA/USPS-T3-12.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-23 Refer to Table 1 in USPS-T-3. Provide, in the same format
and for each of the same categories of mail shown in Table 1 that part of the
revenue, piece and weight estimates derived solely from the “bulk mail
acceptance and financial reporting system maintained by the Postal Service's
Marketing group” that is part of the BRPW system as described on page 1 of
USPS-LR-17/R2006-1.

RESPONSE:

See the response to NNA/USPS-T3-22.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-24. Refer to Table 1 in USPS-T-3. Provide, in the same format
and for each of the same categories of mail shown in Table 1 that part of the
revenue, piece and weight estimates derived solely from the non-automated
office segment of the BRPW system as described on page 1 of USPS-LR-
17/R2006-1.

RESPONSE:

See the worksheet 'non-auto’ in the EXCEL workbook attached to the response
to NNA/USPS-T3-12.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-25. Please provide the revenue, piece and weight data for Within
County Mail produced by the BRPW on a per-quarter basis for the Base Year.

RESPONSE:

These data are provided publicly in the Quarterly RPW Report. The BRPW
estimate is listed under the “Periodicals In-County” line item of this report. Base

Year data are also available in USPS-LR-L-20.

Docket No. R2006-1



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-27. Please provide for the base years used in dockets R2000-1
and R97-1 the percentage of reported volume derived from the probability-based
sample? From the census-based system, e.g. Postal One?

RESPONSE:

The percentage of In-County volume from the probability-based sample in Base
Year 1999 for the R2000-1 case was 48.0%. The Base Year 1996 percentage is
not available or applicable as | understand it. The estimation procedure was
changed, and the current design structure has been in use since the R2000-1

case.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-28. With respect to your response to NNA/USPS T3-1 for Within
County subclass:

a) Why did you choose to calculate CVs?

b} Do you believe CVs have value in understanding the revenue, piece and
weight data with respect to this subclass?

c) Why did you choose 95% as an acceptable variation?

RESPONSE:

a-c. See my response to NNA/USPS-T3-1 that lists Rule 31(k){2)(ii) requiring
the Postal Service to provide confidence limits for major estimates.
Ninety-five pe{rfcent confidence limits are 1.96 times the estimated
standarg!\c%ﬂ?}e estimate, and, therefore, when one provides the
confidence interval one is also providing the coefficient of variation.
Confidence intervals have vailue in understanding the degree with which

the estimate can vary due to sampling variation.

Docket No. R20086-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE NATIONAL NEWSPAPER ASSOCIATION

NNA/USPS-T3-29. Please confirm the following Within County Volumes and
percentages of increase or decline. If you do not confirm, please provide

corrections and explain the reason or reasons for the correction.

2004 760,020 4.22%
2003 793,521 -6.63%
2002 849,911 -3.32%
2001 879,101 -2.00%
2000 897,069 0.40%
1999 893,454 -3.29%
1998 923,865 -2.45%
1997 947,047 7.89%
1996 877,829 -3.24%
1995 907,187 -9.86%
1994 1,006,421 4.85%
1993 1,057,671 -11.32%
1992 1,192,671 1.12%
1991 1,179,504 -14.71%
1990 1,382,914 -5.20%
1989 1,458,827 -1.98%
1988 1,488,272 0.59%
1987 1,479,532 -14.87% |
1986 1,737,956 -5.43% |
RESPONSE:

Confirmed. However, the source we consulted showed Within County volume for 1988

as 1,488,271.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE UNITED PARCEL SERVICE

UPS/USPS-T3-3. Indicate the location of the raw data flat files or SAS files for the Bulk
Mail Revenue, Pieces and Weight Adjustment System (ARPW) data referred to in
USPS-T-3. If not available on the Commission's website, provide the data.

RESPONSE:

The raw data flat files that produce the quarterly estimates are provided in USPS-LR-L-
164 under the directory UPS_USPS-T3-3, except where noted below. No file is needed

in this instance to map mainframe file names to personal computer file names. The

following data are direct input to the ARPW system:

ODIS-RPW data

HSISMN.ORPW.PS080D03.FYyyQTq
HSISMN.ORPW.D2SUM.FYyyQTq
Record layout:

@1 M_CAT $9.
@11CAG  $1.
@13 STRATA  $3.
@19 TREVENUE 12.
@31 TPIECES 12.
@43 TPDS 12,

Bulk RPW data
HSQRAN.BRPWD01.TRANS FYyyyyQq
Record layout:

@1 RPWCODE Z4.

@5 RHAT Z13.

@18 PHAT 211,
@29 WHAT Z13.

@43 SYS  $6.
@49 AIC 3.
@53 AP $2.
@55 QT 1.
@57 FY  Z2.

(provided with USPS-LR-L-14)

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE UNITED PARCEL SERVICE

International RPW data

HSISMN.RPW.SIRVO RPWSUM.PQyyqq.DATA

Record layout:

@1 CATCODE 5.
@6 REVENUE 15
@21 PIECES 15.
@36 WEIGHT  15.

HSISMN.RPW.ARPW.CNTL2005(IRPWDIR)

Record layout:

@1 CATCODE 5.
@6 MAILCAT S.
@12 INVALID $1.
@14 LABEL  $67.

Manual input RPW data
HSISMN.RPW.FYyyyyQq.MISC

Record layout:

@1 MAILCAT $9.

@62 DATA_TYP $1.
@64 REV_NMSC 13.
@78 VOL_NMSC 13,
@92 LBS_NMSC 13.

Trial Balance Accounting Revenue Data

HSISMN.RPW.FY200603. TBINPUT
HSISMN.RPW.FY200606. TBINPUT
HSISMN.RPW.FY200608. TBINPUT
HSISMN RPW.FY200612. TBINPUT

Record layout:

@1 GLA 9.3
@36 YTD 13.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD TO
INTERRROGATORY OF THE UNITED PARCEL SERVICE

UPS/USPS-T3-4. Confirm that ODIS-RPW sampling excludes items that are included in
BRPW sampling. If not fully confirmed, explain in detail how the ARPW addresses
possible double counting of mail pieces that may get sampled by both systems?

RESPONSE:

Not confirmed. ODIS-RPW sampling does not exclude items that are included in BRPW.
The exclusion process for official RPW reporting is completed within the ARPW System.
The ODIS-RPW System produces RPW data and attaches a nine-digit mail category
code to the data record. The BRPW system produces RPW data and attaches a four-
digit mail category code to the data record. Mail category codes provide a unique
identifier for the various data components. Note: the mail category directory
(DCAT.TXT) was provided with the ARPW System documentation (USPS-LR-L-18).
The DRPW (ODIS-RPW) and BRPW preparation programs (identified in Module 1 parts
b. and d. on page three of the ARPW documentation) are used by the ARPW System to
extract the in-scope data. These preparation programs in conjunction with the mail
category directory process the appropriate components and prevent double counting of
ODIS-RPW and BRPW data elements. Note: the DRPW and BRPW preparation
programs (PDRPW.TXT and PBRPW.TXT) were provided with the ARPW

documentation.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD
TO INTERRROGATORY OF VALPAK DEALERS ASSOCIATION. INC.

VP/USPS-T3-1. Please refer to your testimony (USPS-T-3) at page 6, lines 13-17.

[Emphases provided by Valpak.]

a. Do bulk mailing postage statements for Standard Mail. which you mention on line
17, now contain information on the volume of DALs entered by mailers? If not, on
what form or forms is such information recorded?

b. Wili information on the volume of DALs entered by mailers be collected as part
of the Bulk Revenue, Pieces and Weight System ("BRPW") which you discuss in
Section 1V of your testimony (USPS-T-3, pp. 6-8)7 If not, will information on the
volume of DALS be coltected under any of the other data systems discussed in
your testimony?

C. Will information on the volume of DALs entered by mailers be reported on a
regular basis as part of the BRPW which you discuss in Section IV, starting at
page 8, of your testimony? If not, please indicate whether information on the
volume of DALS will be part of one or more routine reports developed from any
of the other data systems discussed in your testimony.

RESPONSE:
a. Yes.
b. Currently, information on the volume of DALs is not collected as part of BRPW,

but | understand that some DAL data are entered on postage statements
processed by PostalOne.

C. Currently, DAL volume is not reported on a regular basis as part of BRPW. In
the future, if the Postal Service’s proposal to establish separate charges for mail
accompanied by a DAL is implemented, then it seerns reasonable to expect that
volume information on DALs will need to be reported on a regular basis tn some
fashion. To my knowledge, details on any such reporting process have not yet
been completed, but it seems likely that for any DAL categories that have a fee,
DAL revenue wiil be reported on a regular basis as part of BRPW. The DAL

volumes generating this DAL revenue will also be available from BRPW.

Docket No. R2006-1
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PAFFORD
TO INTERRROGATORY OF VALPAK DEALERS  ASSOCIATION, INC.

VP/USPS-T3-3.

a. Will data on the volume of DALs that mailers enter with the Postal Service be
compiled quarterly, along with other BRPW data? If not, how often will data on
the volume of DALSs that mailers enter with the Postal Service be compiled?

b. If data on the volume of DALs that mailers enter with the Postal Service is
compiled quarterly, will such data be published in conjunction with other RPW
data that are reported quarterly?

RESPONSE:

a-b. See myresponse to VP/USPS-T3-1(c).

Docket No. R2006-1
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CHATRMAN OMAS: This brings us to oral
cross-examination. Is there anyone who wishes to
cross-examine Witness Pafford?

(No response.)

CHAIRMAN OMAS: There was cone that had
requested, but I don’'t see her in the hearing room.

Is there any additional request for cross-
examination?

(No response.)

CHAIRMAN OMAS: If not, Mr. Hollies, would
you like some time with your witness?

MR. HOLLIES: I think we can safely do
without that. Thank you.

CHAIRMAN OMAS: All right. Mr. Pafford,
that completes your appearance and your presentation
to us here this morning. We do appreciate it, and we
thank you for your contribution to the record. You
are now excused.

THE WITNESS: Okay. Thank you.

(Witness excused.)

CHAIRMAN OMAS: Our last witness is Thomas
Bozzo. There are no requests for oral cross-
exmination of this witness.

Mr. Hollies? Mr. Reimer?

MR. KOETTING: Mr. Koetting, Mr. Chairman.

Heritage Reporting Corporation
(202) 628-4888
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CHATRMAN OMAS: I mean Mr. Koetting.

MR. KOETTING: It is my understanding that
Mr. Hezelton, who has been representing Mr. Bozzo with
respect to this testimony, ingquired of the Commission
and was informed that there was no need for Mr. Bozzo
to appear this morning with respect to this testimony.

CHAIRMAN OMAS: Correct.

MR. KOETTING: Therefore, the Postal Service
has two copies of the direct testimony of A. Thomas
Bozzo on behalf of the United States Postal Service,
which has been designated USPS-T-46.

The Postal Service would request that that
testimony, which has not been revised since it was
submitted on May 3, along with the asscciated Category
II library reference, USPS-LR-L-128, be admitted into
evidence.

I do have two original declarations from
Witness Bozzo attached to the testimony.

CHAIRMAN CMAS: Thank you, Mr. Koetting.

Is there any objection?

(No response.)

CHAIRMAN OMAS: Hearing none, I will direct
counsel to provide the reporter with two copies of the
corrected direct testimony of Thomas Bozzo.

That testimony is received into evidence.

Heritage Reporting Corporation
{202) 628-4888
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However, as is our practice, it will not be
transcribed.
(The document referred to was
marked for identification as
Exhibit No. USPS-T-46 and was
received in evidence.)
CHAIRMAN CMAS: Is there anyone with any
motions or statements?
MR. KOETTING: Mr. Chairman, we do have the
packet of designated written cross-examination. We
have reviewed it, and as near as we can tell there are
no revisions to be made to this packet.
CHAIRMAN OMAS: Ckay. Please provide two
copies of the corrected designated written cross-
examination of Witness Bozzo to the reporter.
That material is received into evidence and
is to be transcribed intc the record.
(The document referred to was
marked for identification as
Exhibit No. USPS-T-46 and was
received in evidence.)

//
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//

//
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BEFORE THE
POSTAL RATE COMMISSION
- WASHINGTON, DC 20268-0001

Postal Rate and Fee Changes, 2006 Docket No. R2006-1

DESIGNATION OF WRITTEN CROSS-EXAMINATION
OF UNITED STATES POSTAL SERVICE
WITNESS A. THOMAS BOZZ0

(USPS-T-46)
Party Interrogatories
Major Mailers Association MMA/USPS-T1-2 redirected to T46

MMA/USPS-T22-2d redirected to T46

Postal Rate Commissicn DMA/USPS-T46-1
MMA/USPS-T1-2 redirected to T46
MMA/USPS-T22-2d redirected to T46
NNA/USPS-T46-1-18, 20-28
UPS/USPS-T46-1-2
VP/USPS-T11-7-8 redirected to T46

United Parcel Service UP3/USPS-T46-1-2

Valpak Direct Marketing Systems, VP/USPS-T11-7-8 redirected to T46
Inc. and Valpak Dealers’
Association Inc.

Respectfuily submitted,

Steven W. Wiiliams
Secretary



INTERROGATORY RESPONSES OF

UNITED STATES POSTAL SERVICE
WITNESS A. THOMAS BOZZO (T-46)

DESIGNATED AS WRITTEN CROSS-EXAMINATION

Interrogatory
DMA/USPS-T46-1

MMAJUSPS-T1-2 redirected to T46
MMA/USPS-T22-2d redirected to T46

NNA/USPS-T46-1
NNA/USPS-T46-2
NNA/USPS-T46-3
NNA/USPS-T46-4
NNA/USPS-T46-5
NNA/USPS-T46-6
NNA/USPS-T46-7
NNA/USPS-T46-8
NNA/USPS-T46-9
NNA/USPS-T46-10
NNA/USPS-T46-11
NNA/USPS-T46-12
NNA/USPS-T46-13
NNA/USPS-T46-14
NNA/USPS-T46-15
NNA/USPS-T46-16
NNA/USPS-T46-17
NNA/USPS-T46-18
NNA/USPS-T46-20
NNA/USPS-T46-21
NNA/USPS-T46-22
NNA/USPS-T46-23
NNA/USPS-T46-24
NNA/USPS-T46-25
NNA/USPS-T46-26
NNA/USPS-T46-27
NNA/USPS-T46-28
UPS/USPS-T46-1
UPS/USPS-T46-2

Designating Parties

PRC
MMA, PRC
MMA, PRC
PRC
PRC
FRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC, UPS
PRC, UPS
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Interrogatory Designating Parties
VP/USPS-T11-7 redirected to T46 PRC. Valpak

VPIUSPS-T11-8 redirected 1o T46 PRC, Vaipak



Response of United States Poslal Service Witness A. Thomas Bozzo, USPS-T-46,
To Inlerrogatory of Direct Markeling Association

DMAJ/USPS-T46-1. Please refer to your description of the Bela test in USPS-T-46.

a) Were the Bela sites randomly selected?
b) if they were not, on whal basis were they selected?
c) To the extent that the Beta sites were not randomly selected, does this

imply thal the IOCS samples for the year that did nol include the beta siles
do not comprise a random sample?  Please fully explain your response.

d) If the Beta sites were nol randomly selected. please describe how one can
rule out the hypolhesis that lhe differences shown in Table 1 Tally
Subclass Distribution could be caused by differences between Beta and
NonBeta test sites, rather than by the revised 10CS software

Response.

a. No.

b. The bela sites were selecied according o several criternia - The beta siles were
chosen to provide geographic variety (1 e | reqronal and urbanirural), and 1o cover
cerlain specialized facility types (BMCs, PMPCs. 1SCs). It was also desired that the
beta sites have mail subclass mixes relatively close to the country as a whole. <0
thal the representaliveness of the 10CS production sample would be minimally
affected by the bela lest. The beta lesl sample size was also chosen lo provide
sufficient observations for analysis while minimally affecting the sampling variabilily
of the production eslimates.

¢. As | stated in the response lo part b, while the beta siles were nonrandomty
selected, they were chosen such that the bela lest would have a minimal effect on
the representativeness of the IOCS first stage sample for FY 2004. While random

sampling is a means of obtaining representative samples, “randomness” and

‘representaliveness” are not synonymous. Apart from the effect on the first-stage
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Response of United States Poslal Service Witness A. Thomas Bozzo, USPS-T-46,
To Interrogalory of Direct Marketing Association

panel, the subsequent sampling stages’ randomness was unaffected by the beta
lesl.

It is nol possible to definitively eliminale composition differences belween the bela
and FY 2004 production sites. However, methods such as comparning differences
between the beta and production siles’ data pror 1o the bela test may provide
informaltion on the possible magnitude of composition cifects. Please note also that
random selection of the beta sites would not. in iself, rule out the hypothesis that

differences such as those shown in Table 1 were caused by differences in the sites
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Response of United States Postal Service Witness A Thomas Bozzo,
USPS-T-46, To Inlerrogatory of Major Mailers Association
Redirected from Witness Czigler (USPS-T-1)

MMA/USPS-T1-2

Please refer to your lestimony on page 5 where you discuss the redesign of the
HOCS “survey instrument.”

A. s there any change in the IOCS thal would tend to redisinbute atiributable
costs from Standard presorted letters to Fust-Class presorted letters?
Please explain your answer.

B. Please confirm the adjusted test year unit costs as shown in the following
table. The unit costs are taken direclly from USPS iibrary references in
this case and in R2005-1. Automation and Nonautomation costs from
R2005-1 have been combined using the appropnate volumes as shown so
that presorted unit costs from R2006-1 can be compared 1o simitar unit
costs from R2006-1. In addition, the R2005-1 costs have been adjusted
for the increase in the wage rate and for the premium pay adjustment
factor. R2006-1 costs have been adjusted for the premium pay
adjustment factor only. If you cannot confirm, please prowide the
corrected figures as well as your denvations

1) {2) (3) (4) (5) (6} (7 (8 19) L
| R2005-1 I R2006 1 ]
TY iy
2006 Ad) 2008 Addy .
Total Prem Total Folal Fremn Tonal Ul
Unit Hourly Pay Urnt Unit Hourty Pay Uit F0O06 1
Cosi Volume Wage Ad) Cost Cost Wage Ad) Con Ve
Rate Category (Cents) (000) Rate faclor  {Cents) {Cents) Rine Faclor  (Cenlsy  RZO0S 1
FC Aulo (no CR} 3.5008 | 43,841671 | 35772 | 10140 3667 | L 37992 t ‘
FC Carnier Roule 1.8591 718,203 | 35772 | 1.0140 1947 37 992
FC Auto 3.4743 | 44,558,875 | 35772 | 1.0140 3639 37 992
FC NonAuto 18.9655 | 1949367 | 35772 ) 10140 19864 37 992
FC Presorted 41236 1 46,509242 | 35772 | 10140 4319 | 4587 37.992 1013 | 45275 A 83%
Sid Auto 3.3988 | 44,600,687 | 357721 0.9711 3717 37.992
Std NonAuto 16.2625 | 3,517,027 35772 1 09711 | 17785 37.992
Std Presorted 43391 [ 48117714 | 35772} 59711 4745 | 4059 37.992 0974 | 41679 -12.17%
Source: USPS- (57
LR K-63 K-53 K-48 K-48 {5)i{4) L-53 L-48 L-48 (6)(8) | (9)Y(5)-1

C. Please explain why the adjusled unit cost for First-Class Presoried letters
would increase 4.8% while the adjusted unit cost for Standard Presorted
letters would decrease by 12.2% for 7 ~ta based on two consecutive years
(BY2004 and BY 2005)? '



Response of United States Postal Service Witness A. Thornas Bozzo.,
USPS-T-46, To Interrogatory of Major Mailers Association
Redirected from Witness Czigler (USPS-T-1)

Response.

A. No. As shown in USPS-T-46, Table 2 {page 24) and Table 3 (page 26), error
rates al the CRA subclass level are lower wilh the redesigned {OCS
guestionnaire for FY 2005 than the old IOCS guestionnaire used in the FY

2004 production data. Moreover, error rates at the class levef are low, and

considerably lower than at the subclass level, since most subclass errors are

within classes of maill—i.e., the class is correctly determined, bul not

necessarily the subclass or rate category  Thisaimplies that the nisks of

incorrectly “redistributing” costs have decreased

B. Not confirmed. A corrected table is provided below

(1) (2) (3 (4) ) (6) () 8 e
R2005-1 R20061 -
TY TY
2006 Adj 2008 Al
Total Total Total Presm Total Chiange:
Uit Hourly Prem Unn Unil Hourly Pay Unit R20{16-1
Cost Volume Wage Pay Adj Cost Cost Wage Ady Cosl. Ve
Rale Category  {(Cents} {C00) Rale Factor (Cents) ri(.‘ems) Rate Factor  Cents  RZ0051
FC Auto (no CR) | 3.5008 | 43,841.671 | 35.772 1.00994 3.681 37.992
FC Carnier
Route 18591 718,203 | 35.772 1.00994 1.955 37.992
FC Auto 3.3153 | 44,559,875 | 35772 1.00994 3.486 37.992
FC NonAuto 18.9655 | 1.949.367 | 35772 1.00994 19.944 37992
FC Presorted 4.1236 ] 46,509,242 | 35772 1.00994 4 336 4587 | 37.992 1013 4528 4.42%
Sid Auto 3.3988 | 44600687 1 357721 049711 3717 37.992
Std NonAuto 16.2625 | 3,617,027 | 35772 | 0971 17.786 37992
Sid Presorted | 43391 148117,714 1 35772 0.9711 4.746 40569 | 37.992 0974 | 4167 -12.18%
“~urce: USPS- (1yry
K-53 K-53 K-48 K-48 {(3)¥(4) 1-53 L-48 1-48 (6)(8) | (D51




Response of United Stales Postal Service Witness A Thomas Bozzo,
USPS-T-46, To Interrogatory of Major Mallers Association
Redirecled from Witness Czigler (USPS-T-1)

C. Please see lhe response 1o MMA/USPS-T22-2, part d



Response of Uniled Stales Postal Service Wiltness A. Thomas Bozzo,
USPS-T-46, To Interrogatory of Major Mailers Association
Redirected from Wilness Abdirahman

MMA/USPS-T22-2

On page 6 of your lestimony you discuss the problem associated with separaling
Nonautomation and Automation lelter costs within the in-office cost system  To

solve this problem you have obtained combined the cosls from the CRA and
used the mail flow models as the basis lo de-average the CRA costs into

Nonautomation and Aulomation costs. You also mdicate 1hat separate costs for

Nonautomation and automation letlers are no longer avaitable to you.

A. Has the postal service officially combined Nonautomation and Automation

costs within the in-office cost system? [f w0, please provide the date when
this change look place. If not, please provide the unil costs separately for

Nonautomation and Automation letters as determined by the CRA data
system

B. Please confirm thal you show the total unit cost lo process an average
First-Class presorted letter (Nonautomation and Automation combined)

and an average Standard presorted letter (Nonautomalion and Automabon
combined) as 4 59 cenls and 4.06 cents, respectively, for TY 2008 in this

case. {See USPS-LR-L-48, pages 3 and 45) If not. please provide (he
correct total unit costs.

C Please confirm that in R2005-1, you showed that the total urat cost to
process an average First-Class and Standard presorted letler
(Nonautomation and Automation combined) for 1Y 2006 was 4 12 and
4. 34 cents, respectively, as derived in the following table  If you cannot
confirm, please provide the correct unit cost figures.

o (1 {4) (3) 1 .
] Combrned
R2005-1 Assoctated Total Cost Urnd Cost
CRATY Unit Volume 5 000) (%)
Rate Category Cost ($) (000) ELE] (3)1(2)
FuwstClass: L oo | o
| _Nonautomation 0.1897 | 1949367 369707
Automation (No Car Rty 0.0350 | 43841671 1534799 | B
- Carrier Route 00138 718203 | 13,332
Presorted 46,509.242 1,917 858 0.0412
Stendad: 4V S
Nonautomation 0.1626 | 3517,027 571957 |
Automation | 0.0340 | 44,600,687 1,515,895
Presorled 48,318,487 2,087 853 (.0434

Source: USPS-LR-K-53

D. Please explain why the total unit cost to process presorted First-Class
letiers was fower by 0.22 cents than the lotal unit cost to process
presorted Standard mail for the test year in R2005-1, but higher by 0.53
cents for the test year in R2006-1.
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Response of United Slates Postal Service Wilness A. Thomas Bozzo.,
USPS-T-46, To Interrogatory of Major Mailers Association
Redirecied from Wilness Abdirahman

E. Please confirm that, for First-Class presorted letters, the total unit
processing cost is expected 1o increase by 11.4% (4 59/4.12 -1.00)
between the R2005-1 teslt year (2006) and the R2006-1 lest year (2008).
If not, please provide lhe correc! percenlage increase.

F. Please confirm that, for Standard presornied lellers, the total unit
processing cosl is expected to decrease by 6 5% (4.06/4 34 -1.00)
between the R2005-1 test year (2006) and the R2006-1 tesl year (2008).
If not, please provide the correct percenlage increase.

Response.

A Answered by wilness Smith (USPS-T-13)

B-C. Answered by wilness Abdirahman (USPS-T.22)

D  The introduction of the redesigned 10CS data collection instrument is the
likely major cause of the observed cost shift Please see USPS-T-46, pages

38-39 (section IV.C.2).

E-F Answered by wilness Abdirahman (USPS-T-22).



Response of United States Postal Service Witness A. Thomas Bozzo,
USPS-T-46, To Interrogatories of the Nationatl Newspaper Association

NNA/USPS-T46-1 Please refer 1o Table 1, the Beta Test Direct Tally Subclass
Distribution that appears on page 21 of your testimony (USPS-T-46). With
respect to this table, please provide the comparable percentage distributions for
both beta and non-beta tests for Clerk and Mail Handler and for Carrier Direcl
tallies that were tabulated for Wilhin County Pertodicals. If Within County
Periodicals were not studied in either or both of these tests, please explain why
they were not studied.

Response.

Within-County Periodicals were nol studied separalely from Outside-County
Periodicals in the beta lest because the lesl would not be expected lo produce
sufficient Within-County tallies to support statistical inference. The “non-beta”
dala are not test data, but rather are IOCS production data frem the tirne penocd
corresponding to the bela test dala. The table below shows the Outside-County

and Within-County detail for the non-beta Periodicals tallies shown in

USPS-T-46, Table 1.

| Non-Beta Sites
Category ) Clks/MH | Carriers | _Tolal
Total Periodicals (USPS-LR-L-
128, Table1 xIs) 64% | _ 82%| @ 69%
Within-County Periodicals | 03%| 02%| 03%
Qutside County Penodicals 6.1%| 8.0% 6.6% |




Response of United States Postal Service Witness A. Thomas Bozzo,
USPS-T-46, To Interrogatories of the Nationai Newspaper Association

NNAJSPS-T46-2 With regard lo Table 6 that appears on page 34 of your
teslimony (USPS-T-46), please provide supporting citations from statistical
lilterature that define the term “Approximate Slandard Difference” that appears in
the last column of Table 6.

Response,

The "standard difference” is simply the ratio of the relative difference shown in
the "Unit Cost vs. Cost Level” column to an estimaled standard error of the
difference, calculated under the assumption thal lhe unit costs, adjusied for the
cost tevel, are drawn from the same disinbution The purpose is to identify
differences between the BY(4 and BY05 cost estimates that cannot be explained

by sampling vanation in the umt cost estimates, adjusted for the change in the

level of mail processing volume-vanable cosls

The calculation is "approximate” in lhat it does not make use of the exacl
distribution(s) of the estimales, and in that il uses the BY05 slandard errors (via
the BY05 CVs reported in USPS-7-1 by Dr. Czigler) to estimale the standard

errors of the adjusted cosl differences.

Consider two independent estimators ¢1 and c¢2 with equal variance o, and the
scaled difference (c1-c2)/c’, where ¢* is a constant. Then the standard deviation
of (c1-c2)/c” is 20/ If ¢ is a realized value of ¢1 {or ¢2),then /¢ is the

coefficient of variation, i.e., the standard de*+ation of (c1-c2)/c* is estimaled by

v
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Response of United States Postal Service Witness A. Thomas Bozzo,
USPS-T-46, To Interrogatories of the National Newspaper Associalion

Allernatively, nole that the ratio v1/v2 of two independent identically distributed
normal distribuied random variables v1 and v2, with means large relative to the

slandard deviations, has an approximate normat distnbution with mean 1 and
standard devialion 2o /1. See George Marsaglia, "Ratios of Normal Variables

and Ratlios of Sums of Uniform Variables,” Journal of the American Statistical

Association, 60 (1965), 193-204.



Response of United States Postal Service Witness A. Thomas Bozzo,
USPS-T-46, To Interrogatories of the Nalional Newspaper Association

NNAJ/USPS-T46-3 With regard 1o Tabie 6 that appears on page 34 of your
testimony (USPS-T-46), please define the term, “approximate CV” as that lerm
appears in the supporling note on Table 6.

Response.

Please see the response 1o NNA/USPS-T46-2

t
vl

<O



Response of United Stales Postal Service Witness A. Thomas Bozzo,
USPS-T-46, To Interrogatories of the National Newspaper Association

NNA/USPS-T46-4 With regard to Table 6 that appears on page 34 of your
tesimony (USPS-T-46), Please explain why you have used "CV's” in the
calculations that appear on Table 6.

Response.

Please see lhe response to NNA/USPS-T46-2
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Response of Uniled States Postal Service Wilness A. Thomas Bozzo,
USPS-T-46, To Interrogatories of the National Newspaper Association

NNA/USPS-T46-5 With regard to Table 6 that appears on page 34 ol your
lestimony (USPS-T-46), please confirm that the “approximate CV" for Within
County Periodicals that was used to derive the Approximate Standard Difference
of 3.40 shown in the last column of Table 6 was 16 4%. i thus value cannot be
confirmed, please provide the correct CV for Within Counly Periodicals that was
used in this calculation and supporling work papers showing how this CV was
denved.

Response.
Confirmed. Please see the response to NNA/USPS-T46-2 lor a discussion of the

retationship with the estimated CVs of the mad processing costs.
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Response of United Slates Postal Service Wilness A. Thomas Bozzo,
USPS-T-46, To Interrogatones of the National Newspaper Association

NNA/USPS-T46-6 Wilh regard to Table 6 that appears on page 34 of your
testimony (USPS-T-46), please provide the underlying dala thal was specifically
used to calculale each change in the mail processing cost for Within County
Peniodicals that appears in the row labeled Within County Periodicals.
Response.

The underlying data are provided in USPS-LR-L-128, file Table 6.xls,

‘Decomposition’ lab.



Response of United States Postal Service Witness A. Thomas Bozzo,
USPS-T-46, To Interrogatories of the National Newspaper Association

NNA/USPS-T46-7 On page 35 of your testimony (USFS-T-46), you state at
lines 7-8, "The Within-Counly increase appears to have resulled from new
methods lo facitilate identification of Penodicats in the redesigned Question 237
With respect o this statement, please define each new method to which you are
referring and explain fully how each new melthod “faciitated” the identification of
Pernodicals as compared to prior years.

Response.

in the redesigned IOCS dala collection instrument. when data collectors record
that a piece has no indicia in question Q23E2. “'Presence of Indicia”, the
subsequent question Q23E6, “Periodicals Check™ asks “Is the maipiece a

Periodical. for example a regularly published magazine, newspaper, or

newsletier?”

Previously, data collectors were requrred to recognize pieces as Penodicals,
enler the Periodicals class in queshon 238, and then enter the pubhcation ttle
information. As I slated in USPS-T-486, pages 35-36, the previous procedure
appears to have been problematic for correctly coding tallies of refatively obscure

Penodicals tilles.
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Response of United States Postal Service Witness A. Thomas Bozzo,
USPS-T-46, To Interrogalories of the National Newspaper Association

NNA/USPS-T46-8 On page 35 of your testimony {USPS-T-46), you state at
hines 12-15, "In FY 2004, the Penodicals lookup list was greally expanded, from
fewer than 1,500 titles to more than 20,000 titles, resulling in an increase m
tallies concentrated in Outside-County Perodicals tilles added to the list in FY
2004." With respect to this statement, please provide the increases in aclual
tallies that resulted from the expansion of the lookup list in FY 2004 that was
observed for Outside County Periodicals and for Within County Periodicals
Response.

} assume Ihal the reference 1o “actual lallies” seeks the lally record counts (vs.
weighted tallies) consistent with USPS-T-46, Table 7 The data are provided in
the table below. However, please note that compansons should be based on
wetghled tallies 1o account for variations in sampling rates among [CCS sampling

sirala as well as the reduchion in overall sample size for the 10CS production

datain FY04 due to the beta iest of the redesigned IOCS software

Pyl
. FYD3 FY04 ; FYOd
Tally % of Tally @ "% of :
Category o ct | Tolal Gt Toto Bwrease
In-County m FYG3 lookup table | 21 30% ) 12 19% 4
In-County inFYO4 flookup table | 25| 35% | 33]  52% 8
in-County not in either lookuptable | 25|  35% | 191  30% 8|
LTotalnCounty | 71} 100%| 64  100% ]
| Quiside County in FYO03 lookup lable 3,155 [ 4% | 2385  58% | _-800
Outside County in FY04 lookup table 878 _2%% [ 1508, 37% B30
Outside County not in either lookup table | 207 | 5% | 212, = 5% | 5
| Total Quiside Courty 4,240 100% | 4075} 100% |  -165
Total Periodicals in FY03 lookup table | 3,176 i 74% | 2,367 [ 57% | _-809
_Total Periodicals in FY04 logkup table 903 21% | 1541 37% | 638
Total Periodicals not in either 1ockup o N
| table 232 5% 23| 6% -
Total Periodicals 4311 100% | 4,139 100% -172 |
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Response of United States Postal Service Withess A Thomas Bozzo,
USPS-T-46, To Interrogatories of the Nalional Newspaper Association

NNAJUSPS-T46-9 On page 35 of your leslimony (USPS-T-46), you state al
lines 19-21, “Between BY 2004 and BY 2005, the increase in Periodicals lallies
was concenirated in Within-County titles not included in the FY 2004 or pre FY
2004 iookup lisls.” With respect 1o this slatement, please provide a list of all
Within Counly lookup titles where tallies were recorded in BY 2005 thal were
included in the FY 2004 lookup list and a separale hist of alt Within County litles

where tallies were recorded in BY 2005 that were not on the FY 2004 lookup list.

Response.
To clarify, the lookup list does not identfy titles as Within-County or Outside

County Periodicals.

The tilles included in the lookup list and htles not inctuded in the fookup list for

tallies classified as Within-County are provided below

Titles Included in Lookup List Pre-FY04
CHICAGO

CHINESE DAILY NEWS
CLEVELAND JEWISH NEWS
CRAIN'S CHICAGQO BUSINESS
GREEN VALLEY NEWS AND SUN
PACIFIC BUSINESS NEWS

PLI NEWS

RAFU SHIMFO

THE JOURNAL RECORD

THE KOREA TIMES

THE RECORD

WESTWAYS

“Tilles Included in F Y04 lookup list B
AAA MOTORIST WESTERN PENNSYLVANIA
BIRMINGHAM
BISMARCK TRIBUNE (THE)

BUSINESS PRESS
CRUIS'TNEWS

DAILY ARDMOREITE (THE)
DIALOG (THE)

ENFIELD PRESS
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Response of United Slales Postal Service Witness A Thomas Bozzo,
USPS-T-46, To interrogatories of the National Newspaper Association

_ Tittes Included in F Y04 lookup hist (conl'd)
i ORT BRAGG ADVOCATE-NEWS
HAWAI!I BAR JOURNAL
INDIA JOURNAL
INDOAMERICAN NEWS
JEWISH HERALD-VOICE
KANSAS CITY JEWISH CHRONICLE (THE)
{ A CROSSE TRIBUNE
LANCASTER NEWS
MEMPHIS BUSINESS JOURNAL
NATIONAL INTEREST (THE)
NEWS GRAPHIC
PAWLING NEWS CHRONICLE
PENFIELD POST
PUGET SOUND JOURNEY
SMITHVILLE LAKE HERALD (THE)
SOQUTHWEST DAILY TIMES
ST LOUIS BUSINESS JOURNAL
THE NEWS LEADER
THE BISMARK TRIBUNE
THE GREENVILLE NEWS
THE HUB
THE MINNESOTA ASSOCIATION OF TOWNSHIPS
TIME OUT NEW YORK
TIMES JOURNAL
TODAY'S NEWS HER
VALUE LINE CONVERTIBLES SURVEY (THE)
VALUE LINE DAILY OPTIONS SURVEY (THE)
WYANDOTTE COUNTY LEGAL NEWS
WYOMING TRIBUNE-EAGLE

Titles Not Included in FY04 Lookup List

AMITYVILLE RECORD
ARMADILLO LITERARY GAZETTE
AUGUSTA WEST ROTARY CLUB
BINNACLE

BIRDVILLE NEWSLETTER
BURNS TIME HAROLD
CALAVERAS ENTERPRISES
CAPE COD VOICE (THE)

CLYDE REPUBLICAN

DODGE CRITERION

DRAIN ENTERPRISE

EBENEZER EATLE
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Response of United Slates Poslal Service Witness A. Thomas Bozzo,
USPS-T-46, To interrogatories of the Nalional Newspaper Associalion

_Tilles Not Included in FY04 Lookup List (cont'd)
FIRST UNITED METHODIST CHURCH NEWS LETTER
FOCUS
FONTANA
GAZETTE
GENESEO'S REPUBLIC
GONZALES TRIBUNE
HOUSTON CHRONICLE
JAPANESE DAILY SUN
LAUREN COUNTY ADVERTISEMENT
LICKING NEWS
NORWELA NEWS
OLIVETTER
OSHKOSH NORTHWESTERN
PORT ARANSAS SOUTH JETTY
POST TELEGRAPH
REAL ESTATE WEEKLY
RICHLAND OBSERVER
SEDGWICK COUNTY THE POST
ST. PAUL LEGAL LEDGER
STAR HERALD
TEMPLE BETHEL
THE ALAMANCE NEWS
THE BAYOU JOURNAL
THE CHARLOTTE POST
THE FRANKLIN PRESS
THE HAWAII HOCHI
THE MISSISSIPPI LINK
THE OUTLOOK
THE PARK CITIES NEWS
THE TIE
TONGANOXIE MIRROR
TRI COUNTY NEWS
WARWICK BEACON
WILSONVILLE SPOKESMAN
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Response of Uniled Slates Postal Service Wilness A Thomas Bozzo,
USPS-T-46, To Interrogatories of the Nationat Newspaper Association

NNAJUSPS-T46-10 On page 36 of your lestimony (USPS-T-46), you stale at
lines 1-3, "Any tally preliminarily identified as Within-County Periodicals in the
aulomated processing of |0CS data is reviewed for evidence of eligibility to claim
Within County rates (See USPS-LR-L-9, Appendix D) With respect o this
stalement, please describe fully how such preliminanly idenufied tallies are
“reviewed for evidence of eligibility” to claim Within County rates.

Response.

The review procedures are descnbed fully in USPS-LR-L-9, Appendix D.



Response of United Stales Postal Service Witness A. Thomas Bozzo,
USPS-T-46, To Interrogalories of the National Newspaper Association

NNA/USPS-T46-11 On page 36 of your lestimony (USPS-T-46), you state al
lines 1-3, "Any taily preliminarily identified as Within-County Periodicals in the
automated processing of I0CS data is reviewed for evidence of eligibility to claim
Within County rates (See USPS-LR-L-9, Appendix D)” With respect 10 this
stalement, piease confirm that if a tally has been reviewed lor evidence of
eligibility to claim Within County rates and if evidence has been found 1o support
that claim, that the Postal Service then assumes, in all such cases, that the
poslage for that underlying piece was aclually calculated at Within County Rales.
Ptease explain any answer other than a confirmation

Response.

Confirmed.



Response of United States Postal Service Wilness A. Thomas Bozzo,
USPS-T-46, To interrogatories of the National Newspaper Association

NNA/USPS-T46-12 On page 36 of your testimony (USPS-T-46), you state at
lines 1-3, “Any 1ally preliminarily identified as Within-County Penodicals in the
automated processing of HOCS data i1s reviewed for evidence of eligibility to claim
Within County rates {See USPS-LR-L-9, Appendix D}” With respecl to this
statemenl, please describe any circumstances known ta you where a Periodical
might be eligible to claim Within County status but neverthetess was not mailed
at Within County rates. Explain each circumstance fully

Response.

I am nol aware of any such circumstances. While | cannot rule out the possibibity
that examples could exist that } am not aware of, my undersianding is that the

rate differentials between Within-County and Outside-County Periodicals provide

a strong incentive for maiers to claim Within-County rates for eligible preces
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Response of United States Poslal Service Withess A Thomas Bozzo,
USPS-T-46, To Interrogatornies of the Natonal Newspaper Association

NNA/USPS-T46-13 On page 36 of your testimony (USPS-T-46), you stale at
iines 3-6 “Since title information musl be entered in IOCS, and the lailies are
reviewed afler processing, | consider it unlikely that piece [sic] not belonging to
the Within-County subclass are being misidentified ™ With respect to this
statement please provide any reasons other than the reasons descrnibed al lines
3-6, why Dr. Bozzo considers it unlikely that pieces not belonging to the Within-
County subclass are being misidentified.

Response.
In addition lo the reasons stated in my tesimony. the results of the IOCS testing
showed no exampies of pieces of other subclasses rmisidentified as Pernodicals

See USPS-T-46, page 36, lines 6-7.
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Response of United States Postai Service Wilness A Thomas Bozzo,
USFS-T-46, To Interrogatories of the National Newspaper Association

NNA/USPS-T46-14 On page 36 of your lestimony {USPS-T-46), you state at
lines 6-7, “The pholocopy and keying sludies also showed no tendency for dala
collectors lo misidentify pieces of other classes as Periodicals " Please confirm
that neither the photocopy nor keying studies specifically analyzed Within County
Periodical pieces. Explain any answer other than a confirmation

Response.

Confirmed. Please see also the response to NNA/USPS-T46-1



Response of Uniled States Postal Service Withess A. Thomas Bozzo,
USPS-T-46, To Interrogatories of the Naticnal Newspaper Association

NNAUSPS-T46-15 Does "evidence of eligibility” as you use the term on p. 36 of
your lestimony mean that the Postal Service has determined for each title listed
in the lockup titles referenced on p. 35 that the publication’s characteristics are in
compliance with 39 USC §36267 If your answer is yes, please explain how the
Postal Service made this determinalion for each publication. If your answer is no,
please explain what "evidence of eligibility” means.

Response.

The review of the lallies makes use of mailing slatement data where possible
That is, if the mailing statements indicate pieces entered at Within-County rates,
the publication’s eligibility is assumed lo have been determined in the couise of
approving the publication for mailing at Periodicals rates. Mailing statement datna
are nol available for some lilles entered al small offices not linked lo the
PostalONE system In those cases, reference sources are consulled to evaluate

the publication’s eligibiily under DMM 707 11 3.1 Please see also USPS LR |

9. Appendix D.
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Response of United States Postal Service Wilness A. Thomas Bozzo,
USPS-T-46, To Interrogalories of the National Newspaper Asscciation

NNAJ/USPS-T46-16 Please confirm that a publication eligible to mail at Wilhin
County rales may also enier pieces into the mailstream thal are no! eligible for
within County rales, and that such pieces might appear identical to the eligible
pieces.

Response.

Confirmed that publications eligible to claim Within-Counly rates also enter
pieces at Outside County rates. Not confirmed that the Quiside-County pieces
appear idenlical to the eligible Within-County pieces when recorded in I0CS. In

most cases, the Outside-County pieces can be identified by the oulside-county

destination recorded in the 10CS taily.



Response of Uniled Stales Postal Service Witness A. Thomas Bozzo,
USPS-T-46, To Interrogalories of the National Newspaper Association

NNA/USPS-T46-17 Please confirm that a publication mailed by a Within-County
eligible publisher that is received by a recipient outside the publisher's county of
entry will likely be ineligible for the Within County subclass, and if you do confirm,
please explain how the data collector would be trained and/or prompted by the
options in Question 23 to correctly identify that mailpiece.

Response.

Confirmed thal pieces addressed to recipients ouiside the county of entry will be

ineligible for Within-County rales.

IOCS dala collectors record the publication title, ISSN, and/of publication number
and the destination ZIP Code of the piece; data collectors are not responsible for
identifying the rale category for tallies of Penodicals pieces. The destinalion
mformation i1s used in subsequent I0CS lalty processing to identify talles of

pieces addressed to reciptents outside the counly of eniry.



2347
Response of United States Postal Service Witness A. Thomas Bozzo
(USPS-T-46)To Interrogatories of the National Newspaper Associalion

NNA/USPS-T46-18 Please refer lo your response 1o NNA/USPS-T46-1. With
respect to this answer please confirm that since Within County Periodicals were
not studied separately from Outside County Periodicals in the bela test, thal you
are not able lo calculate a percentage “shift” for Within County Periodicals that
would be comparable to the percentage shifts for olher subclasses that appear in
your Table 1. Please explain fully any answer other than a confirmation.
Response.

Partly confirmed. Ilis technically possible to subjecl the beta test tallies to the
same editing procedures employed to identify Within-County Periodicals in the
production data. However, as | noled in the NNA/JUSPS-T46-1 response, the

expected result would be msufficient observations of Within-County Periodicals 10

support statistical inferences.
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Response of United States Poslal Service Wilness A Thomas Bozzo
(USPS-T-46)To Interrogatories of the National Newspaper Association

NNA/USPS-T46-20 With respect to the table provided in your response to
NNA/USPS-T46-8, you indicate that the tally counts provided are “consistent with
LISPS-T-46, Table 7." With respect lo this stalement, please provide underlying
calculations showing how each tally count provided in your responses lo
NNA/USPS-T46-8 (and to NNA/USPS-T46-21 below) 1s wetghted and olherwise
adjusled to produce the 1ally dollar weights for Penodicats that are reported in
your Table 7.

Response.
The weighted tallies are sums of the dollar weights in 1OCS field F9250 for the

specified cateqories.



Response of United Stales Postal Service Witness A Thomas Bozzo
(USPS-T-46)To Inlerrogatortes of the National Newspaper Association

NNA/USPS-T46-21 Wilh respect to the lable provided in your response to
NNA/USPS-T46-8, please provide a comparabie count of actuai tailies by

category for BY 2005.
Response,

Please see the table below.

Category e
In-County :n FYO3 lookup table
In-County m FYQ4 lookup table
tn-County not in either lookup table
| TotalinCounty

Outside County in FY(3 Inokup table
Outside County 1in F Y034 lookup table
Outside County not in either lookup table
Total Outside Counly

Total Penodrcals in FY03 lookup table
Total Pencdicals in FY04 lookup table
Tolal Pencdicals notin either lookup
lable

Total Pencdicals

CBY 2005

Tally
Cl
14
A0
A7
101

2,900
1.936 |

328
5,164

2914
1.976

375

5265

]

|

'
]

Ya ol

Total
147,
A0
7%
100"
6%
:{[nfu
[T

0%

2349



Response of United Stales Postal Service Wilness A. Thomas Bozzo
(USPS-T-46)To Interrogatones of the National Newspaper Association

NNA/USPS-T46-22 Wilth respect lo your response 1o NNA/JUSPS-T46-9, you
provided several lists of publications where the USPS classified tallies as being
eligible for Within County rates. With respect 1o the following six titles that
appeared on those lists, please state {ully and complelely the bases relied on by
the USPS to conclude, during the course of this sludy, that the individual mall
pieces in guestion had been eligible for Within Counly rates:

a) Memphis Business Journal,

b) Vaiue Line Daily Options Survey,

c) Houston Chronicle,

d) Japanese Daily Sun,

e) Posl Telegraph,

f) Star Herald.

Response.

For all of the listed tilles, the destination of the prece recorded in the tally was
determined to be in the same county as the office of entry  In addition

a.-d. The Postal Service concluded that these tiles were ehgible for Within
County Periodicals rates on the basis of maiing stalement data indicating that
pieces were entered at Within-County rales for the tilies.

e. The Postal Service determined that this Lile had circulation under 10,000
copies.

f. The Postal Service concluded that this title was eligible for Within-County

Periodicals rates on the basis of mailing statement data indicating pieces entered

at Within-County rates for the title.
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Response of United Slates Poslal Service Wilness A. Thomas Bozzo
(USPS-T-46)To Interrogatories of the National Newspaper Association

NNA/USPS-T46-23 With respect lo your response to NNA/USPS-T46-9, you
provided several lists of publications where the USPS classified tallies as
mailpieces that were eligible for Within County rates. With respect lo the
individual matpieces that were classified as being eligible for Within County rates
for each publication listed in this response, please provide the publication volume
number and the publication issue date for the mailprece for which a tally was
recorded dunng the course of the study.

Response.
The volume number and issue date are nol recorded in I0CS, so the requested

dala are unavailable.



Response of United States Postal Service Witness A. Thomas Bozzo
(USPS-T-46)To Interrogatories of the National Newspaper Association

NNA/USPS-T46-24 Wilh respecl to your response lo NNA/USPS-T46-9, you
provided several lists of publications where the USPS ciassified tallies as
mailpieces that were eligible for Within Counly rates. With respect to each
publication listed in this response, please provide the exact paid circulation
recorded by the USPS for the publication dunng the course of this study and the
effective date of that paid circulation count.

Response.

Circulation data was not collecled for the majority of tallies classified on the basis
of mailing statement data. Titles for which circulation counts were collected, the
circulation count, and the ediled activity code are listed in the lable below. An
exact date of the circulations cannot be determined, but the most recent editions

(2005) of the publication directories cited in USPS-LR-L-9 were used to

determine circulation.

ALty

e ____ Circulation Code

ONE VOICE circ 19.500 weekly religious 2212
newspaper

GONZALE S TRIBUNE cire 13,000 weekly communtly 2211
newspaper

CLYDE REPUBLICAN circ 1,000 weekly community 220
newspaper

SOUTHWEST DAILY TIMES circ 7,157 weekly communty 2211
newspaper

SMITHVILLE LAKE HERALD (THE) circ 2,675 weekly commumnty 2211
newspaper

THE JEWISH WEEK circ 90,000 weekly religious 2212
newspaper

SAVOY circ 325,000 2212

BURNS TIME HAROLD circ 3,000 weekly community 2211
newspaper

CHERAW CHRONICLE circ 8,050 weekly community 2211
newspaper

GAZETTE circ 8,800 3-timesfweek community 221
newsp-~-er

THE NEW LONDON JOURNAL circ 1,092 weekly community 2211
newspaper

LAKE CITY GRAPHIC circ 3,200 weekly community 221

newspaper



Response of United Slates Postal Service Withess A Thomas Bozzo
(USPS-T-46)To Interrogalories of the Nationat Newspaper Association

Tille

DODGE CRITERION

ARKANSAS BANKER
DRAIN ENTERPRISE

LICKING NEWS

TRICOUNTY NEWS

RICHLAND OBSERVER
CALAVERAS ENTERPRISES
POST TELEGRAPH

THE ALAMANCE NEWS
TONGANOXIE MIRROR

FORT BRAGG ADVOCATE-NEWS

GECRGETOWN MAGAZINE
GEORGIA BULLETIN (THE)

THE AMERICAN LEGICN MAGAZINE
KENTUCKY LIVING
WESTERN RECORDER

TULANE UNIVERSITY - Tulantan
CATHOLIC TELEGRAPH

DRAIN ENTERPRISE

WEST TENNESSEE CATHOLIC
NORTH TEXAS CATHOLIC
TODAY'S CATHOLIC

TIMES JOURNAL - Chillon Tirmes
Journal

Circulation

circ 1,100 weekly community
newspaper

circ 2,000 monthly

cire 1,300 weehkly commumty
newspaper

circ 2,500 weekly community
newspaper

circ 1,400 weekly community
newspapet

cire 4,000 weekly community
newspaper

circ 5,300 sem-weekly community
newspaper

cire 2,670 semi- weckly commurnilty
newspaper

cir 6,065 weekly community
newspaper

cire 2,500 weekly communily
newspaper

cire 5,400 semi-weckly commurnity
newspaper

cre 140,000 guanerly publicabon
cire 77.000 weekly reiigous
publicaton

cire 2.602.005

cire 479.791 monthly stale pubhcation

circ 49,620 weekly religiovs
publication

cire 83,000 alumnt quarterty
publication

cire 24,500 weekly religious
publication

circ 1,300 weekly community
newspaper

circ 17,000 weekly religious
publication

circ 27,200 bi-monthly religious
publication

circ 24,000 bi-weekly religious
publication

circ 5,400 weekly communily
newspaper

Actv

Code

2211

221
2211

221
2211

2211

VER

PR

JAE
AV
J212

2212

2212
2211
2212
2212
2212

2211
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Response of United Slales Poslal Service Wilness A. Thomas Bozzo
(USPS-T-46)To Interrogatories of the National Newspaper Association

NNA/USPS-T46-25 With respec! to your response o0 NNA/USPS-T46-9, you
provided several lisls of publications where the USPS classified tallies as
recording maiipieces that were eligible for Within County rates. With respect o
each publication lisled in this response, please identify each publication where
the USPS had concluded during the course of this study that paid circulation was
10,000 or more.

Response.

Please see the response to NNA/USPS-T46-24
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Response of United Slates Postal Service Witness A Thomas Bozzo
(USPS-T-46)To Interrogatories of the National Newspaper Association

NNA/USPS-T46-26 With respect 1o your response lo NNA/USPS-T46-9, you
provided several lists of publications where the USPS classified lallies as
recording maitpieces thal were eligible for Within County rates With respect to
each publication listed in this response, where the USPS believed that paid
circulation was 10,000 or more, please descnbe fully how, dunng the course of
this sludy, the USPS verified that more than half of the tolai paid circulation for
the publicalion was in fact distnbuted within the some county as the Post Office
of original enlry.

Response.
Please see the response 1o NNA/USPS-T46-24  The Gonzales Tribune is the
only such tille; the classification was based on the aussumed local appeal of a

commumty newspaper
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Response of Uniled Slates Postal Service Witness A. Thomas Bozzo
(USPS-T-46)To Interrogatories of the National Newspaper Association

NNA/USPS-T46-27 With respect to your response to NNA/USPS-T46-13, you
indicate that “the results of the I0CS testing showed no examples of pieces of
other subclasses misidentified as Periodicals,” With respeci to this statement,
please explain why lthe "IOCS lesting” to which you refer did not reveal that in the
redesigned !0CS, the responses to Q23E6 (“Is the mailpiece a Periodical, for
example a regularly published magazine, newspaper or newsletter?")
misidentified 377 tallies as Periodicals which were later determined nol to be
Periodicals al all. Explain your answer fully.

Response.

The data upon which my stalement is based were subject to the edit checks to
which Dr. Czigler refers in the response to NNA/USPS-T1-20. Thus, my
statement in the response to NNA/USPS-T46-13 is made with respect 1o the

combination of data coilection and coding/ediling procedures.



Response of United States Postal Service Witness A. Thomas Bozzo
(USPS-T-46)To Interrogatories of the National Newspaper Association

NNAJUSPS-T46-28 With respect to your response to NNA/USPS-T46-15, you
state, “That is, il the mailing slatements indicate pieces entered at Within-County
rates, the publication’s eligibility is assumed to have been determined in the
course of approving the publication for mailing at Periodicals rates.” With respect
to this statement please indicate whether, during the course of this study, the
Postal Service listed or catalogued in any way, the dates upon which the
eligibility of individual publicalions for Within County rates had been authorized i
the Postal Service prepared such lists during the course of this sludy please
make all such lists available,

Response.

The Postal Service did not collect dates of eligibility lor individual titles.
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Response of Uniled Slates Postal Service Witness A. Thomas Bozzo,

USPS-T-46, To Inlerrogatenes of United Parcel Service

UPS/USPS-T46-1. Refer lo USPS-T46, page 28, Table 4. Provide a

complete description of the criteria you used in preparing this table to classify
tallies as “Direct Tallies,” "Mixed Tailies,” "Mixed Conlainer Tallies,” and “Nol-
Handling Tallies,” including references to specific I0CS questions.

Response.

The criteria are derived from lally categories defined in witness Van-Ty-Smith's
SAS code implemenling the mail processing distnbution keys  “Direct” tallies are
those tallies in the DIRECT 1ally sets, as assigned in programs MOD1DIR,
BEMC1, and NONMOD1, in USPS-LR-1L-55 "Not-handiing™ tallies are the tallies
assigned in those programs 1o, respectlively, the OUT1 NOTHAND,

OUT4 NOTHAND, and OUTZ NOTHAND tally sets  The remaining tailies are
‘mixed” allies (1.e., the MIXED sets) Mixed contaner lallies are those assignied
to the COUNTED and PARTIAL sets in the MAPITEMC module, also in USPS-

LR-L-55. Full details on the spectfic I0CS questions are provided in the

referenced SAS code.



Response of Uniled States Postal Service Witness A, Thomas Bozzo,
USPS-T-46, To Interrogalories of Uniled Parcel Service

UPS/USPS-T46-2. Refer 1o USPS-T46, page 29, where you state that

“[tihe automatic prompting for mailpiece selection in several branches of lhe
redesigned |OCS-CODES software appears 1o account for much of the direct
tally increase in mail processing.” Describe completely any differences in the
nature or extent of the automatic prompting referred 10 in this passage depending
upon whether the sampled employee is working with the letter, flal or
parcel/bundle mailstream.

Response.

The mailpiece selection rule in question applies when the employee is not
handling a mailpiece at the ime of the reading The automaltic prompling occurs
for tallies where letter or flat sorting equipment is indicaled as being used

{Q18C1 responses A-B, Q18C1 BMC response A) and mail 1s present in the

operation. Aulomatic prompting is not implemented for other types ol equipmen!
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Response of United Slales Postal Service Witness A Thomas Bozzo
(USPS-T-46) To Interrogatories of Valpak Direct Marketing Systems, Inc., and
Valpak Dealers’ Association, Inc
Redirected from Wilness Van-Ty-Smith (USPS-T-11)

VP/USPS-T11-7.

The USPS Data Quality Study, Technical Report #1, £ conomic Analysis of Dala

Quality Issues, page 65, slaled thatl one major conclusion from the mail

processing assessment was :

A valid and defensible distribution key based on the appropnate cost driver for

each mail processing operational activity pool should slso be determined. To

accomphish this 10CS needs to be replaced in the long- run Until a replacement

system can be designed and implemented, the 10CS should be modified o

obtain sufficient useful tallies lo provide a reasonable proxy for the distribution of

these operational activity to products.

a. Please explain what the Poslal Service has done to date lo develop a valid
and defensible distribution key for the DPS cost pool {sic}

b. Please explain what studies, plans, or other actions the Postal Service
intends lo undertake to develop a vahd and defensible distnbution key for the
DPS cost pool {sic].

c. Please explain where the Postal Service stands with regard to development
of a replacement for the IOCS in capital intensive operations

Response.

a. The Postal Service’s cost methodology estabhishes MODS total pieces fed as
the appropriate cost driver for barcode sorting operations, mcluding DPS
operalions. (Nole, there is no separate DPS cost pool.) As | explain in
USPS-T-46, Section 11 B.1 (pages 6-7), IOCS sampling is a valid method for
estimating subclass distribution key shares for piece handlings. As a result,
the Postal Service’s efforts for such operations focused on ensuring I0CS
sampling procedures were correclly applied and improving 10CS direct tally
data quality. See USPS-T-46, Section 11.D (pages 13-15).

b. 1 am not aware of any efforis to develop volume-variable cost distribution

methods specifically for DPS operations.
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Response of United Stales Poslal Service Wilness A Thomas Bozzo
(USPS5-T-46) To Interrogatories of Valpak Direct Markeling Systems, Inc., and
Valpak Dealers’ Assoctation, Inc.
Redirected from Witness Van-Ty-Smith (USPS-T-11)
c. Aslexplain in USPS-T-46, page 4, the Dala Quality Study issued an

alternative recommendation of improving IOCS, and the Postal Service chose

to improve rather than to replace 10CS.



Response of Uniled States Postal Service Witness A. Thomas Bozzo
(USPS-T-46) To Interrogatories of Valpak Direct Marketing Systems, inc., and
Valpak Dealers’ Association, Inc.

Redirected from Witness Van-Ty-Smith (USPS-T-11)

VP/USPS-T11-8.

The USPS Data Quality Study, Technical Report #1, page 32, showed the
following breakdown of 10CS tallies. o -
Category 1969 1986 1996 2006
Specific Mail | 77% 63% 45%
Product
Identified 7
Mixture or 17% 8% 6%
Group of Mail
Identified B o
No Mail 6% 29%
Idenlified

Please complete the above table with IOCS tallies for FY 2005, on a comparable
basis lo prior years,

Response.

Please see the table below:

Calegory | 1969 | 1986 | | 1996 | 2005
Specific Mail 77% 63% 45% 48% ‘
Product
Identified | o N I ‘
Mixture or 17% 8% 6% 7% |
Group of Mail
Identified | . o
No Mail 6% 29% 49% 45%
Identified

The source is USPS-T46, Table 4 (page 28), which also provides BY 2004 data.
“No mail identified” includes emply equipment (6.4% of tallies} and not-handling
tallies. Nole that because of changes to IOCS data collection procedures, the FY
1969 and FY 1986 tally distributions are not comparable to the FY 1996 and FY

2005 distributions. The dala also do not control for changes in the prevalence of



Response of United States Postal Service Witness A. Thomas Bozzo
(USPS-T-46) To Interrogatories of Valpak Direct Marketing Systems, inc., and
Valpak Dealers’ Association, Inc.

Redirected from Witness Van-Ty-Smith {(USPS-T-11)

workshared volumes and operational changes that may affect the tally mix. See

also USPS-T-46, page 5, lines 11-22, and foolnote 2
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CHATRMAN OMAS: Is there any additional
written cross-examination?

MR. KOETTING: Mr. Chairman, I might just
note at this time that Mr. Hall did earlier enter some
additional written cross-examination associated with
this testimony.

If possible, I suppose 1t would be helpful
if that could be transcribed immediately following the

packet so all the associated material 1s together. I
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believe that was an interrogatory from MMA redirected

from Witness Abdirahman, 1f I'm not mistaken, T-22-513,

some subparts to that, (c) and (d4d).

CHAIRMAN OMAS: Without objection. So

ordered.
{The documents referred to,
previcusly identified as
Exhibit Nos. MMA/USPS-T-22-
53(c) and MMA/USPS-T-22-
53{d}), were received in
evidence.)
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Response of United States Postal Service Witness Bozzo (USPS-T-46)
To Follow-Up Interrogatory of Major Maiters Association
Redirected from Witness Abdirahman (USPS-T-22)

MMA/USPS-T22-53

Please refer to your revised responses to Interrogatory MMA/USPS-T22-2
(E) and (F), 3 (C), (E) and (F), and 4 (D) and (E). In each of those answers
you claim that CRA cost changes from R2005-1 TY 2006 and R2006-1 TY
2008 cannot be properly compared because “there was a change to
the method used to collect and assign IOCS tallies.” On the other hand you
did confirm the percentages shown a table that is reproduced for your
convenience below:

Total Unit Cost "Proportional” Unit Cost
Letter Rate TY 2006 TY 2008 | Percent Ty 2006 TY 2008 Percent
Category R2005-1 R2006-1 | Increass R2005-1 R2006-1 Increase
Single Piece 11.42 12.02 53% 7.16 7.66 7 0%
Presorted 4,12 4.59 11.4% 2.41 2.80 | 115:2_?&);
Standard Presorted 434 406| 65% 2.53 240 -51% |

A. Is it your position that, even though the CRA data indicates that total umt
costs have increased much more for First-Class presorted letters {(11.4%)
than for First-Class single piece letters (5.3%), actuai costs probably did
not increase by those amounts? Please explain your answer.

B. Is it your position that, even though the CRA data indicates that
proportional unit costs have increased much more for First-Class
presorted letters (16.2%) than for First-Class singie piece letters (7.0%),
actuai costs probably did not increase by those amounts? Please
explain your answer.

C. Please explain how a change to the methed used to collect and assign
IOCS tallies would impact First-Class costs as presented in Parts (A) and
(B).

D. Please explain where in any Postal Service witness testimony it is
specifically explained how the change in the method to collect and assign
IOCS tallies would impact First-Class costs as presented in Parts (A) and
(B) and provide citations to the specific portions of such testimony, if any.

Response.

a.-b. Answered by withess Abdirahman (USPS-T-22).

c.-d. Development of costs for categories within the First-Class Mail and
Standard Mail depends on the accurate recording of class and of the rate
markings associated with the subctasses and other rate categories. See

USPS-T-46, Section 11.D (pages 13-15). As noted at USPS-T-46, page



Response of United States Postal Service Witness Bozzo (USPS-T-46)
To Follow-Up Interrogatory of Major Mailers Association
Redirected from Witness Abdirahman (USPS-T-22)
38-39 (referenced in my response to MMA/USPS-T22-2d, redirected from
witness Abdirahman), identifying the class of mail comrectly but not rate
markings tends to result in overestimation of costs for less-presorted mail
categories. Consequently, increasing the accuracy with which rate
markings are identified “shifts™ costs to categones requiring additional rate
markings for subclass identification. For Standard Mail, the effect is to
reduce measured costs for Standard Reqgqular and to increase measured
costs for Standard ECR. In First-Class Mail, the same phenomenon
would tend to increase costs for presorted First-Class Mail relative to
Single Piece First-Class Mail. Table 6 of USPS-T-46 indicates that there
may be such a shift for First-Class Mail, but the effect is small relative to

the sampling variation of the data.
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CHAIRMAN CMAS: Is there anyone here who
would like to make any request or anything at this
time?

(No response.)

CHAIRMAN OMAS: As we all know, there are no
hearings scheduled in this docket for tomorrow. The
Commissicn will convene hearings 1in two other dockets
tomorrow, and we will reconvene this case Wednesday
morning at 9:30 when we will receive testimony from
Postal Service Witness Czigler, Van—Ty;Smith and
Bozzo.

Thank you. We stand adjourned.

(Whereupcon, at 10:10 a.m. the hearing in the
above-entitled matter was adjourned, to reconvene at
9:30 a.m. on Wednesday, August 16, 2005.)
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